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THE MOST MEANINGFUL SENTIMENT POINT?

Two weeks ago, I published a nine-page comment entitled “Think Of The Risk -
Please”. It was atypically - and very deliberately - unhedged, blunt and one-sided (which
is usually a big no-no for market strategists), since it was intended to encourage discussion
of what I think is the “good possibility - not 100%, but not zero either - that the S&P will
trade both below 1100 and below 1000 before it makes its next Four-Year Cycle bottom
that’s due in the first half of next year.” My goal with the commentary was to get
“investors of all shapes and sizes” to at least consider this possibility- and do so very, very

carefully.

Two former Putnam colleagues, who wound up at very senior investment positions
at other firms before they retired, quickly sent me congratulatory e-mails that said “very
well done”. Interestingly, I later sent the comment to a well-known financial columnist and
three influential bloggers, in my ongoing attempts to generate some publicity for “Deemer
On Technical Analysis”, but despite its atypically-blunt content I got no response
whatsoever from them. I'also got no responses from any of my clients. The report, in other
words, went over like a lead balloon-- other than with retired very senior investment

people.

That may be the only sentiment data point that's meaningful here.

(When I was at Putnam and made a forceful recommendation to buy or sell, if the
money managers then jumped up, started cheering, and carried me on their shoulders as
they ran to the trading department, orders in hand, I would go back to my office and
wonder where I had gone wrong. But if they looked at me as if I had just arrived from

another planet, I was pretty confident that I was right.)

The Market Now. We are in Year Four of the Four-Year Cycle when bad things
(and, sometimes, very bad things) traditionally occur. A failure by this latest rally to get
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-

through 1375 would indicate a further loss of momentum, while a close below 1325 would
have negative short-term implications (especially if the financial sector turns relatively

weak in the process). A close below 1266, meanwhile, would have at least intermediate-

term consequences.

The uptrend of the past few years is giving way only very reluctantly, as is almost
always the case in uptrends of this magnitude, and the fact that our economy is relatively
stronger than other global economies is undoubtedly a big factor in this. Whatever may

happen over the short-term, though, long-term risks are unacceptably high.
Fidelity Sector Funds. 54% positive vs. 85%. Switching program holdings: #1

Biotechnology, #2 Consumer Finance and #5 Banking; Utilities fell below the S&P this

week so was sold and replaced by Consumer Finance.

-- Walter Deemer
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