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WAITING FOR NOTIFICATIOON

Last week, I listed a rather remarkable list of divergences and non-confirmations in
the stock market, each one signaling that caution needed to be exercised. The market
promptly responded by thumbing its nose at the divergences and rallying to a four-year
high - reminding us yet again of legendary analyst Stan Berge’s oft-stated comment that as

far as the stock market is concerned, “We are dealing with probabilities - not certainties.”

The warning flags are still flying, but given the market’s response to them last week
we must now wait for it to tell us that it’s responding to them. This notification will come

via three things (probably in this order):

1) Two consecutive closes below the short-term trend-defining 13-day moving

average, which is currently 1413 and rising four points a day.
2) A close below the recent series of short-term lows in the 1395-1396 area.

3) A 90% downside day.

As I concluded last time, though, whatever may or may not happen over the short-
term, long-term risks are unacceptably high in this, the fourth year of the Four-Year Cycle

(when Central Bank action can only postpone, not cancel, the day of reckoning).

Fidelity Sector Funds. 87% positive vs. 92%. Switching program holdings: #5

Consumer Finance, #8 Biotechnology and #18 Banking.

The Election According To Intrade. The probability that Obama will be re-elected:
58.0%, up 0.3% from last week. The probability that he will carry some key states: Florida,
45.0%, down 3.0% from last week, and Ohio, 60.1%, up 3.1% from last week.

-- Walter Deemer
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