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As Déjà vu Rhymes and Unfolding Bear Twists and Turns, Seek Opportunity and Maybe Buy Well and Hold 

The U.S. mid-terms are finally behind us and given the election of the Democrats in Congress things could 
begin to heat up on the Mueller investigation. It may have started with the firing the very next day of Attorney 
General Jeff Sessions. That brought us to recalling the events of 45+ years ago and Watergate, a President 
ǳƴŘŜǊ ƛƴǾŜǎǘƛƎŀǘƛƻƴ ŀƴŘ ǘƘŜ ƛƴŦŀƳƻǳǎ ά{ŀǘǳǊŘŀȅ bƛƎƘǘ aŀǎǎŀŎǊŜέ ƻŦ hŎǘƻōŜǊ мфтоΦ IƛǎǘƻǊȅ Ƴŀȅ ƴƻǘ ǳƴŦƻƭŘ ǘƘŜ 
same way but it does rhyme. It was also a period of the 1973-1974 bear market when the Dow Jones 
Industrials (DJI) fell 45% and other indices lost even more. But it was also a period that saw a big jump in gold 
prices. Our dual Chart of the Week (page 33) looks at those events and the performance of both the S&P 500 
and gold during that period.   

Our opening essay looks at bear markets on how they unfolded and how so many of them take years even 
decades to get back to break-even for those that bought at the top of the bull. We believe we have entered a 
bear market and explain why. Indeed, the Canadian Dividend Strategy has begun allocation to cash. But bear 
markets take many twists and turns and it is by no means a straight down affair. Often the first year of an 
emerging bear sees numerous ups and downs and pundits declaring that it is just a consolidation within the 
ƭƻƴƎ ǘŜǊƳ ōǳƭƭΦ ¦ƴǘƛƭ ƛǘ ƛǎƴΩǘ ŀƴȅ ƭƻƴƎŜǊ ŀƴŘ ǎƻƳŜǘƘƛƴƎ Ƙƛǘǎ ǘƘŜ ƳŀǊƪŜǘ ŀƴŘ ǎǳŘŘŜƴƭȅ ƛǘ ƛǎ Řown 30%-50% or 
ŜǾŜƴ ƳƻǊŜ ŀǎ ǿŜ ǎŀǿ ƛƴ нллуΦ .ǳǘ ǘƘŜƴ ƳŀȅōŜ ōŜŀǊ ƳŀǊƪŜǘǎ ŘƻƴΩǘ ƳŀǘǘŜǊ ŀǎ ǘƘŜ ǿƛǎŜ ǎŀƎŜ ƻŦ hƳŀƘŀ ǎŀȅǎ ōǳȅ 
good companies and hold them forever. The Fed met this week and left interest rates unchanged as expected. 
But they continued with their mantra of another rate hike this year and potentially 3 more next year. Bonds 
rallied at the end of the week while the Recession Watch Spread (page 23) narrowed small.  

There are signs of a building bear in the massive amount of debt globally, trade wars, political wars, the rise of 
right-wing populism, global tensions amongst the great powers, and, fracturing relationships globally. And 
closer to home a slowing housing market and rising delinquencies. A decade after our Lehman Brothers 
moment there remainǎ ŀ ƭƻǘ ǿǊƻƴƎ ŀƴŘ ƳǳŎƘ ƻŦ ǿƘŀǘΩǎ ǿǊƻƴƎ ǿŀǎ ƎƭƻǎǎŜŘ ƻǾŜǊΦ          

But a bear market can also be an opportunity as while the market goes down something always goes up as 
well.  

Have a great week! 

DC
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ά¢ƘŜ ǎǘƻŎƪ ƳŀǊƪŜǘ ƛǎ ŀ ŘŜǾƛŎŜ ǘƻ ǘǊŀƴǎŦŜǊ ƳƻƴŜȅ ŦǊƻƳ ǘƘŜ ƛƳǇŀǘƛŜƴǘ ǘƻ ǘƘŜ ǇŀǘƛŜƴǘέ 
τ²ŀǊǊŜƴ .ǳŦŦŜǘǘΣ !ƳŜǊƛŎŀƴ ōǳǎƛƴŜǎǎƳŀƴΣ ƛƴǾŜǎǘƻǊΣ ǇƘƛƭŀƴǘƘǊƻǇƛǎǘΣ ǘƘŜ ά{ŀƎŜ ƻŦ hƳŀƘŀέΣ /ƘŀƛǊƳŀƴ ŀƴŘ 

CEO Berkshire Hathaway  
 

ά¢ƘƻǳǎŀƴŘǎ ƻŦ ŜȄǇŜǊǘǎ ǎǘǳŘȅ ƻǾŜǊōƻǳƎƘǘ ƛƴŘƛŎŀǘƻǊǎΣ ƘŜŀŘ-and-shoulders patterns, put-Ŏŀƭƭ ǊŀǘƛƻǎΣ ǘƘŜ CŜŘΩǎ 
ǇƻƭƛŎȅ ƻƴ ƳƻƴŜȅ ǎǳǇǇƭȅΧŀƴŘ ǘƘŜȅ ŎŀƴΩǘ ǇǊŜŘƛŎǘ ǘƘŜ ƳŀǊƪŜǘǎ ǿƛǘƘ ŀƴȅ ǳǎŜŦǳƭ ŎƻƴǎƛǎǘŜƴŎȅΣ ŀƴȅ ƳƻǊŜ ǘƘŀƴ ǘƘŜ 

ƎƛȊȊŀǊŘ ǎǉǳŜŜȊŜǊǎ ŎƻǳƭŘ ǘŜƭƭ ǘƘŜ wƻƳŀƴ ŜƳǇŜǊƻǊǎ ǿƘŜƴ ǘƘŜ Iǳƴǎ ǿƻǳƭŘ ŀǘǘŀŎƪΦέ 
τPeter Lynch, American investor, funds manager Magellan Funds 1977ς1990 

 
άIƛǎǘƻǊȅ ǇǊƻǾƛŘŜǎ ŀ ŎǊǳŎƛŀƭ ƛƴǎƛƎƘǘ ǊŜƎŀǊŘƛƴƎ ƳŀǊƪŜǘ ŎǊƛǎƛǎΥ ǘƘŜȅ ŀǊŜ ƛƴŜǾƛǘŀōƭŜΣ ǇŀƛƴŦǳƭ ŀƴŘ ǳƭǘƛƳŀǘŜƭȅ 

ǎǳǊƳƻǳƴǘŀōƭŜΦέ 
τShelby M.C. Davis, founder, Davis Selected Advisors, philanthropist 

 
It may come as no surprise that most investors underperform the markets or even lose money. According to 
one study, the average active stock investor from 1997 to 2016 earned 3.98% vs. a return of 10.16% for the 
S&P 500. The same would probably hold true for Canada. Most traders lose money (some estimates have it as 
high as 95%) and eventually give up. Many investors underperform because of a lack of understanding of 
economic and investment cycles and/or they jump around too much from one investment strategy to another. 
Or they chase the flavour of the day, only to get caught at the top (FAANG stocks, marijuana stocks, high-
tech/dot.com stocks in the late 1990s). What has been proven is that the slow, steady approach is the eventual 
winner. The short-term may hurt sometimes, but over time, the market keeps on rising.  
 
Grant you, that can take some time. Following the crash of 1929 and the Great Depression and war, someone 
who bought the market at the top in 1929 had to wait until 1958 on an inflation-adjusted basis just to get back 
to break-even. Twenty-nine years is a long time. The same for someone who bought at the top in 1966. The 
ƳŀǊƪŜǘ ŘƛŘƴΩǘ ōǊŜŀƪ ŜǾŜƴ ƻƴ ŀƴ ƛƴŦƭŀǘƛƻƴ-adjusted basis again until 1995τagain, a period of 29 years. This time 
around investors were lucky. Someone who bought the top in 2000 only had to wait until 2014 to break even. 
Still 14 years is a long time.  
 
Today there are markets that have been in multi-year bear markets. Using the term bear market may be an 
overstatement, as even long-term bears have bull and bear moves within them. Two markets that come to 
ƳƛƴŘ ŀǊŜ /ƘƛƴŀΩǎ {ƘŀƴƎƘŀƛ {ǘƻŎƪ 9ȄŎƘŀƴƎŜ ό{{9/ύ ŀƴŘ ǘƘŜ ¢ƻƪȅƻ bƛƪƪŜƛ 5ƻǿ ό¢YbύΦ ¢ƘŜ {{9/ ǘƻǇǇŜŘ ōŀŎƪ ƛƴ 
October 2007. Eleven years later the SSEC remains down 57% from that top. That is despite a strong bull run-
up in 2014ς2015.  
 
The TKN has fared even worse. The TKN topped way back in 1990. Twenty-eight years later, the TKN remains 
down 43%. Again, that is despite two bulls: 2003ς2007 and again 2009ςpresent.  
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Source: www.stockcharts.com  

 

Source: www.stockcharts.com  

For twenty-eight years, the Japanese economy has been going through a series of recessions and feeble 

ǊŜŎƻǾŜǊƛŜǎΦ ¢ƘŜ /ƘƛƴŜǎŜ ŜŎƻƴƻƳȅ ƘŀŘ ōŜŜƴ ŦƻǊ ȅŜŀǊǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŜŀŘŜǊ ŦƻǊ ƎǊƻǿǘƘΦ {ƛƴŎŜ ǇŜŀƪing in 2008 the 

Chinese economy has been growing at a slower pace. There are signs the Chinese economy will continue to 

show slower growth. Interesting story that there are 50 million empty apartments in China. That is a lot of 

apartments to fill. It suggests to us that there are, no doubt, problems in the real estate sector and the need to 

build more units is most likely non-existent.  

http://www.stockcharts.com/
http://www.stockcharts.com/
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Slower growth in China has global implications. The SSEC is currently trading below its 4-year MA and its 40-

week MA levels that suggest that the SSEC is already in a bear market. The TKN continues to hold above its 

breakdown point that could define a bear market from a bull market.  

The EU markets, as represented by the STOXX Europe 600 Index, has failed over a period of eighteen years to 

fully recoup the highs of 2000. Now the STOXX is breaking down under its 40-week and 4-ȅŜŀǊ a!ΩǎΣ 

suggesting it may be entering a new bear market. The euro economy has grown only at a feeble pace for years, 

despite years of QE and ultra-low interest rates. The euro area has serious banking problems in Italy and 

banking problems continue in Greece, Spain, Portugal, and elsewhere. There are signs of slowing growth in the 

EU. The year-over-year GDP reported for Q3 2018 showed a sharp slowing from Q2, with Q3 growth of only 

1.7% vs 2.2% in Q2. Growth peaked back in Q3 2017 at 2.8%. Since then it has been all downhill.  

 

Source: www.stockcharts.com 

The Canadian market has not fared much better than other markets. Since topping in 2008 the TSX Composite 

has gained only 1.2%. Ten years is a long time to effectively make nothing. That is, assuming you survived the 

2008 financial collapse.  

 

Source: www.stockcharts.com 

http://www.stockcharts.com/
http://www.stockcharts.com/
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Since 2009, global stock markets have been on a tear, fueled by record low interest rates, endless rounds of 

quantitative easing (QE), and record amounts of debt. The result has been a bubble in many marketsτstocks, 

housing, and especially debt. If one only looks at the run-up from March 2009 it appears as if stocks are the 

only place to be. The S&P 500 is up 282% in that time frame to lead the pack. It would also appear that gold is 

not what you want to own. Gold is up only 30% in the same period. But when one looks at the performance 

since the beginning of the century the picture is different.  

 

Source: www.stockcharts.com 

Many people have rightly noted that despite a years-long historical bull market their RRSP or their 401K is not 

growing. It is easy to see when putting it in a longer-term perspective. A 50% correction such as one 

experienced in 2007ς2009 requires the market to rise 100% just to get back to break even. So maybe 2009 is 

not the best spot to measure the long-term success of the market. Noting how the markets have performed 

since the beginning of the century is a much better perspective. 2000 marked the top of the long 1980s, 1990s 

bull market. What followed that top were two of the worst bear markets in modern history.  

From 2000 to 2002 the S&P 500 fell 50%. The decline from 2007 to 2009 was worse: down 58%. The S&P 500 

crawled back to break even with the 2007 top only to fall once again. It took until April 2013 for the S&P 500 to 

regain the 2007 high.  

http://www.stockcharts.com/
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          Source: www.stockcharts.com 

Despite topping in 2011 and experiencing a seven year and counting bear market for gold, it remains the best 

performer since 2000, up 324%. Gold is a hedge against crisis in government and the economy. It was 

interesting to note as the markets fell into a bear in 2000ς2002, gold was rising. While gold initially fell along 

with the market in 2008 it recovered sooner and was the leader out of the worst market decline since the 

Great Depression. From the bottom in November 2008 to its high in September 2011 gold was up 180%.  

From 2000 to the present, the S&P 500 has gained only 91% or roughly 5% per year. But as one can see, there 

were the two big interruptions in 2000ς2002 and 2007ς2009. The Shanghai Stock Exchange (SSEC) gained 93% 

ōǳǘ ƛǘǎ ƭŀǎǘ ǘƻǇ ŀǎ ǿŜ ǎŀǿ ǿŀǎ ƛƴ нллтΦ /ŀƴŀŘŀΩǎ ¢{· /ƻƳǇƻǎƛǘŜ ƛǎ ǳǇ ун҈ ǎƛƴŎŜ ǘƘŜ ōŜƎƛƴƴƛƴƎ ƻŦ ǘƘŜ ŎŜƴǘǳǊȅΣ 

but one has to choose carefully which sector to be in. Bringing up the rear is the Tokyo Nikkei Dow (TKN), up 

Ƨǳǎǘ ǳƴŘŜǊ мт҈ ǿƘƛƭŜ ǘƘŜ 9ǳǊƻ {ǘƻȄȄ сллΣ ǘƘŜ 9¦Ωǎ ōǊƻŀŘŜǎǘ ƛƴŘŜȄ ƛǎ ŀŎǘǳŀƭƭȅ ŘƻǿƴΣ ƭƻǎƛƴƎ оΦр҈Φ  

We have noted that the rally since 2009 has been narrow, led primarily by the FAANGs (Facebook, Apple, 

Amazon, Netflix, and Google).  

http://www.stockcharts.com/
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Source: www.stockcharts.com 

The chart above again shows the performance since 2000. One can see the dominance of Netflix. Strip the 

FAANGs out of the S&P 500 and the performance becomes considerably less. But history shows high flyers can, 

άǿƘŜƴ ǘƘŜ ƳǳǎƛŎ ǎǘƻǇǎΣέ ŘǊŀƎ ǘƘŜ ƳŀǊƪŜǘ ŘƻǿƴΦ bŜǘŦƭƛȄ ǎǳōǎŎǊƛōŜǊ ƎǊƻǿǘƘ ŦŜƭƭ ǎƘƻǊǘΦ ¢ƘŜ ǎǘƻŎƪ ŦŜƭƭΦ DƻƻƎƭŜ ǿŀǎ 

hit with a $5 billion fine in Europe. Facebook has been facing problem after problem with breaches and 

ongoing pressure on chairman and founder Mark Zuckerberg to step down. Apple is facing potentially serious 

ŎƻƳǇŜǘƛǘƛƻƴ ŦǊƻƳ /ƘƛƴŀΩǎ IǳŀǿŜƛΦ  

¢ƘŜ ǎǘƻŎƪ ƳŀǊƪŜǘǎ ƘŀǾŜ ōŜŜƴ ƻƴ ŀ ǘŜŀǊ ǎƛƴŎŜ нллфΦ ¢ƘŜǊŜ ŀǊŜ ƴƻǿ ǎƛƎƴǎ ǘƘŀǘ ǘƘŜ άǇŀǊǘȅέ Ƴŀȅ ōŜ ŎƻƳƛƴƎ ǘƻ ŀƴ 

end. We have noted that the recent plunge in the markets saw the S&P 500 fall all the way back to just above 

its April 2018 low, effectively wiping out all of the gains since then. The market also closed under its 200-day 

MA. This is signaling to us that the bull market that began in March 2009 may be over and that a new bear may 

be underway. Absolute confirmation would come when the market takes out the February/April 2018 lows. 

Still, a bear market has many twists and turns. A reminder that, during the 2000ς2002 decline, the market put 

in many ups and downs before succumbing in the latter part of 2001 after the events of 9/11. Even during the 

2007ς2009 decline, the market went back and forth for several months before collapsing in September 2008. 

Our expectations are no different this time.  

We have often talked about cycles, noting in the past the potential presence of a 75-year cycle and its half-

cycle derivativesτ37.5 years and 18.75 years. Cycles tend to divide into twos and threes. The 18.75-year cycle 

appears to divide into threesτa 6.25-year cycle (range 5ς8 years)τbut it could also be a half-cycle of 9.375 

http://www.stockcharts.com/
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years (range 7ς11 years). 1974 proved to be a half-cycle low from 1932, while 2009 appears to be the 

culmination of the 75-year cycle, coming as it did 77 years later. The 18.75-year cycle has a range of 13ς21 

years. It is possible from 1974 that the 18.75-year cycle bottomed in 1987 and again in 2009. Major cycle lows 

such as the 75 and the 37.5-year cycle often saw a secondary collapse some 6ς15 years after the primary 

collapse. The 1937ς1938 collapse would qualify dating from 1929ς1932 as would the 1980ς1982 stock market 

decline dating from the 1973ς1974 collapse.  

For the 6.25-cycle low (range 5ς8 years), we note, counting from the key 1974 low, important lows in 1982 (8 

years), 1987 (5 years), 1994 (7 years), 2002 (8 years), and 2009 (7 years).  

From the 2009 major low we noted an important low in 2015ς2016 coming 6/7 years after that low. That was 

most likely our 6.25-year cycle low. The next one is due in 2020ς2023 or maybe out to 2024. That is when the 

ƭƻǿ ƛǎ ŘǳŜΣ ƴƻǘ ǿƘŜƴ ǘƘŜ ƳŀǊƪŜǘ ŎǊŜǎǘǎΦ ¢ƘŜ ǘƻǇǎ ŎŀƳŜ ƛƴ мфнфΣ нлллΣ ŀƴŘ нллтΣ ōǳǘ ǘƘŜ Ŧƛƴŀƭ ōƻǘǘƻƳ ŘƛŘƴΩǘ 

come until 1932, 2002, and 2009. Given signs that we may have topped now, it may not be the time to be 

complacent going forward. If history is any guide, our expectations are for a decline of 30% to 50% (or more) to 

ǘŀƪŜ ǇƭŀŎŜ ƻǾŜǊ ǘƘŜ ƴŜȄǘ ŦŜǿ ȅŜŀǊǎΦ Lǘ Ƨǳǎǘ ǿƻƴΩǘ ōŜ ǎǘǊŀƛƎƘǘ ŘƻǿƴΦ  

Bitcoin Watch! 

 

Source: www.coindesk.com  

The boredom continues. Bitcoin traded in a narrow range during the week between $6,300 and $6,500. Seems 

the spread is becoming increasingly narrow. Over the past month the range has been roughly between $6,100 

and $6,700. Since mid-October that range has narrowed again. As Bitcoin approached $6,500 on November 7 

bullish stories abounded that the breakout was eminent. That quickly soured as Bitcoin fell right back and the 

stories turned bearish.  

http://www.coindesk.com/
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So, which is it? Bull or bear? More likely bear, but really Bitcoin needs to break under $5,800 to confirm that a 

bear decline is underway. Until then, the range trading should continue even as it appears it is becoming 

narrower. The trouble is, the universe is just not expanding for Bitcoin and the cryptos, even as the number of 

cryptos grows. The industry must grow or it will dieτor at least become mortally wounded. We have, from the 

start, stated we believe the universe cannot deal with so many cryptos and many (most) will just die. As well, 

unless the universe expands for usage Bitcoin and cryptos are in danger of extinction.  

What is the point as regulators circle? Anonymity was the appeal. But regulators want transparency and you 

ŎŀƴΩǘ ƘŀǾŜ ōƻǘƘΦ  

The market cap of all cryptos, as of Friday, November 9, was $212.3 billion, up $6.2 billion on the week. The 

number of cryptos listed at Coin Market Cap (www.coinmarketcap.com) rose to 2,093, up one from the 

previous week. There were 16 cryptos listed as having a market cap of $1 billion or more, led by Bitcoin with a 

market cap of $110.9 billion. The number of dead coins listed at Dead Coins (www.deadcoins.com) finally rose 

to 936 from 929 the previous week.  

Nothing more really to say. Breakout is over $6,800 and breakdown is below $5,800. But the coil appears to 

suggest it should be a breakdown. But an upside breakout cannot be ruled out. If it did, it would be most likely 

a false breakout.  

 

         Source: www.stockcharts.com  

http://www.coinmarketcap.com/
http://www.deadcoins.com/
http://www.stockcharts.com/
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MARKETS AND TRENDS 

 
 

  % Gains (Losses)                               Trends     
 

 Close 
Dec 31/17 

Close 
Nov 9/18 

Week YTD  Daily (Short 
Term) 

Weekly 
(Intermediate) 

Monthly (Long 
Term) 

Stock Market Indices        

S&P 500 2,673.63 2,781.01 2.1% 4.0% down (weak) neutral up (topping) 

Dow Jones Industrials 24,719.22 25,989.30 2.0% 5.1% 
 

neutral up up (topping) 

Dow Jones Transports 10,612.29 10,517.21 1.5%  (0.9)% down (weak) down (weak) up (topping) 

NASDAQ 6,903.39 7,406.90 0.7% 7.3% down down (weak) up (topping) 

S&P/TSX Composite 16,209.13 15,274.44 1.0% (5.8)% down down up (weak topping) 

S&P/TSX Venture (CDNX) 850.72 651.42 flat (23.4)% down down  down (weak) 

Russell 2000 1,535.51 1,549.49 0.1% 0.9% down (weak) down up (topping) 

MSCI World Index 2,046.47 1,836.29 0.2% (10.3)% down down  neutral 

NYSE Bitcoin Index  14,492.18 6,328.52 (0.5)% (56.3)% down (weak) down  neutral 

        

Gold Mining Stock Indices        

Gold Bugs Index (HUI) 192.31 143.41 (4.0)% (25.4)% down down  down  

TSX Gold Index (TGD) 195.71 162.00 (2.6)% (17.2)% neutral down down 

        

Fixed Income Yields/Spreads        

U.S. 10-Year Treasury yield 2.40 3.19 (0.9)% 32.9%    

Cdn. 10-Year Bond yield 2.04 2.51 (0.4)% 23.0%    

Recession Watch Spreads        

U.S. 2-year 10-year Treasury spread 0.51 0.25 (19.4)% (51.0)%    

Cdn 2-year 10-year CGB spread 0.36 0.17 (5.6)% (52.8)%    

        

Currencies        

US$ Index 91.99 96.73 0.4% 5.2% up up  neutral 

Canadian $ 0.7990 0.7575 (0.7)% (5.2)% down down  neutral 

Euro 120.03 113.37 (0.5)% (5.6)% down  down  neutral 

British Pound 135.04 129.76 0.1% (3.9)% down   down down  

Japanese Yen 88.76 87.89 (0.5)% (1.0)% down down  down (weak) 

 (weak        

Precious Metals        

Gold 1,309.30 1,208.60 (2.0)% (7.7)% neutral down down (weak) 

Silver 17.15 14.14 (4.2)% (17.6)% down down down 

Platinum 938.30 856.00 (2.3)%  (8.8)% up neutral down 

        

Base Metals        

Palladium 1,061.00 1,097.50 (0.6)% 3.4% up up up  

Copper 3.30 2.68 (4.6)% (18.8)% down down up (weak) 

         

Energy        

WTI Oil 60.42 60.19 (4.7)% (0.4)% down down up  

Natural Gas 2.95 3.72 (new 
highs) 

13.4% 26.1% up up  up  

Source: www.stockcharts.com, David Chapman 
 
 
Note: For an explanation of the trends, see the glossary at the end of this article. 
New highs/lows refer to new 52-week highs/lows. 
 

http://www.stockcharts.com/
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Source: www.stockcharts.com 

The S&P 500 may have completed a 5-wave down structure in October. It penetrated the up-trend line from 

the March 2009 low (the blue line). The rebound has taken us back to the 100-day MA and just below the 50-

day MA. This could signal the end of the first wave of a corrective pattern that should unfold over the next few 

months. As we explain below, we expect that a choppy market could follow over the next several months 

before the market succumbs to a deeper plunge, possibly later in 2019 and into 2020. While we fell short of 

taking out the February/March lows we did take out the 200-Řŀȅ a!Σ ǎƻƳŜǘƘƛƴƎ ǿŜ ŘƛŘƴΩǘ Řƻ ƛƴ 

February/March. This suggests we have now entered a bear market. But again, as we explain below, an 

unfolding bear is not just about plunges that endlessly go down but all sorts of hooks that give everyone hope. 

We expect to also see a number of bullish stories that this is just another correction as in February/March and 

ǘƘŜ ƳŀǊƪŜǘ ǿƛƭƭ ǊŜŎƻǾŜǊ ǘƻ ƴŜǿ ƘƛƎƘǎΣ ǎƻ άōǳȅ ǘƘŜ ŘƛǇΦέ Lǘ ƳƛƎƘǘΣ ōǳǘ ŀƴȅ ƴŜǿ ƘƛƎƘǎ ǎƘƻǳƭŘ ōŜ ǎƘƻǊǘ-lived and 

not exceed the September high by much. It will also become a market for traders who will buy the dip, and 

then unload into the rally. This plunge effectively wiped out all the gains from the March low. Following a 9-

year bull market we believe that it will be followed by a 3-year bear market that could wipe out 30%ς50%.  

http://www.stockcharts.com/
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Source: www.stockcharts.com 

The NASDAQ, dominated by the high-tech stocks, took quite the tumble in September/October, losing at one 

point about 15%. There appears to be a distinct 5-wave decline from the August high. That suggests to us that 

this is a wave of primary degree and another signal that we could be in the early stages of a new bear market. 

Unlike what happened in February/March 2018, this time the NASDAQ plunged through the 200-day MA. The 

green line is the up-trend line from the March 2009 low so it fell just short of that. It may not be so lucky the 

next time. Resistance is up to 7,700 and 7,900. Only above 7,900 are new highs possible. 

http://www.stockcharts.com/
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Source: www.stockcharts.com 

It appears as if the Russell 2000 just fell off a cliff. The market peaked back in August, and then in September 

there was a mini-ŎǊŀǎƘ ǘƘŀǘ ŘƛŘƴΩǘ ŜƴŘ ǳƴǘƛƭ ǘƘŜ ŜƴŘ ƻŦ hŎǘƻōŜǊΦ !ƭƭ ǘold, the Russell 2000 fell over 16%. The 

blue line coming up is the trend line from the March 2009 low. The red trend line was the trendline up from 

the February 2016 low. So, while the up-trend line from the 2009 low remains intact, it may not last that way. 

But first the rebound rally that could easily take the Russell 2000 back to 1,600 or even somewhat higher. Only 

regaining 1,700 would suggest that new highs are possible.  

http://www.stockcharts.com/
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Source: www.stockcharts.com 

We are showing this chart of the S&P 500 2000ς2002 to show that the markets in a bear do not go straight 

ŘƻǿƴΦ LƴŘŜŜŘΣ ǿƘƛƭŜ ǘƘŜ {ϧt рлл ǘƻǇǇŜŘ ƛƴ aŀǊŎƘ нллл ǘƘŜ ōƛƎ ōǊŜŀƪ ŘƛŘƴΩǘ ŎƻƳŜ ǳƴǘƛƭ ƭŀǘŜ нлллΦ Lƴ ōŜǘǿŜŜƴΣ 

the S&P 500 was quite choppy in a back-and-forth manner. Even after it broke, there were significant upswings 

in March/April 2001 and again September 2001/February 2002 before capitulation and the collapse into the 

final low. We call these waterfall declines because of the way the market chops around in a downward motion, 

plunges (a waterfall), and rebounds back only to plunge againτfollowed by another rebound and then the 

final plunge which is usually the worst. Overall, this took almost three years from start to finish. Expect the 

current bear to follow a similar path. The first year could be a choppy affair that even sees new highs 

occasionally.  


