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Preface 
 
Once again, it is time for my quarterly market review, where I examine world events and 

attempt to understand their implications on the markets.  This is my time to reflect on 

current events, portfolio performance, and event scenarios, and their subsequent 

implication on world equity markets and my investment strategies.  

 

It is my goal in life to have my money working for me instead of me working for my 

money.   
 

Please keep in mind that I am an amateur investor and this document is a hobby for me.  

Any thoughts and concepts should be treated as such.  Please consult a professional 

financial advisor before you make any investment decisions regarding your investment 

ideas, goals, and strategies.  Continue reading this document at your own risk… 

 
Please read this before continuing! 
 
This report is neither an offer nor recommendation to buy or sell any security. I hold no 
investment licenses and are thus neither licensed nor qualified to provide investment advice. The 
content in this report is not provided to any individual with a view toward their individual 
circumstances.  
 
Do NOT ever purchase any security or investment without doing your own and sufficient 
research. This document contains forward looking statements.  Because events and 
circumstances frequently do not occur as expected, there will likely be differences between the 
any predictions and actual results. Always consult a real licensed investment professional before 
making any investment decision. Be extremely careful, investing in securities carries a high 
degree of risk; you may likely lose some or all of the investment.  
 
The material presented herein is for informational purposes only, is not guaranteed to be correct, 
complete, up to date, and does not constitute legal, tax, or investment advice.  While all 
information is believed to be reliable, it is not guaranteed by me to be accurate. Individuals should 
assume that all information contained in this document is not trustworthy unless verified by their 
own independent research. This report may contain numerous errors and the opinions may 
change without notice.  Past performance is not an indication of future results.    
 
In plain English, I am NOT giving you investment, tax, or legal advice. 

 

Regards, 

 

Mark Rush 

http://traderwasteland.wordpress.com/ 

 

This document may be distributed to anyone free of charge as long as it is provided in an 

unaltered form.  I reserve all Intellectual Property Rights of this document. 

http://traderwasteland.wordpress.com/
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Introduction 

 

Greetings from 10,000 feet, 

 

On a personal note, I’ll be packing up shop here in Breckenridge, CO and making the 

long drive back to my place in Yellow Spring, WV this week.  It is a long 1700 mile 

drive that I dread 4 times a year but still manage to continue doing.  Regarding my knee 

surgery this past December, the knee has healed and I am up running and skiing again.  I 

expect in a few months I won’t be able to notice that anything was ever done to it but I 

will be spending the next couple of months “getting back into shape”. 

 

This report is very brief (a scant 15 pages) since there hasn’t been much change in the 

“big picture” in the market in the last 3 months and my life has been too full of fun and 

“the kind that blind side you at 4 PM on some idle Tuesday”.  I am not overly optimist 

for the next 3-6 months but have been very wrong about things for the past 2 months.  

Long term I am optimistic since world central banks seem to be in a race to see who can 

print the most money.  Someday, I believe, this will create its own disaster. 

 

It is that time of the year when we all perform our civic duty and pay our taxes… Unless 

you’ve got some connections like some people I know of…  “Hot secretary; get me the 

President on the line.  I just got tired of paying taxes.” - Kenny Powers: MFCEO 

 

Mark Rush 

Breckenridge, Colorado 

 

You can follow my latest thoughts on http://traderwasteland.wordpress.com/ 

 

 

 

http://traderwasteland.wordpress.com/
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Chapter 1 

Considerations 
 

 

I’ve been mostly in cash (US dollars) for the past couple of months.  I was thinking the 

market was getting ahead of itself, and frankly I have been wrong.  The market has 

marched up despite threats from a nuclear armed North Korea, housing issues in China, 

confiscation of bank deposits in Cyprus.  To balance these negative developments out 

Central Banks continue to print more and more money, the biggest offenders have been 

the US but Japan, not to be out done by the US, is jumping in and taking the lead.   

 

I was expecting a mini recession this year based on tax increases (mostly the 2% increase 

on the working), health care reform, and now the sequestration that is full swing.  It may 

take a few more months to see the effects of this, but I will maintain my plan to stay in 

cash until a major market sell off or until sometime in late October or early November. 

 

Precious metals have taken a beating in the last few months.  There are no safe havens 

out there right now, putting money to work is dangerous and sitting on cash or bonds are 

equally dangerous.  I have no answers right now, so I am not playing!!  Bonds scare me. 

 

Stock Market Cycles 

 

We are approaching May and conventional wisdom has it that you “sell in May and go 

away”.  Most gains historically come from Nov, Dec and Jan – May of each year. 
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Review of Tax Changes for this year 

 

Income tax rates: permanently extends the Bush tax cuts for single filers with taxable 

incomes below $400,000 and joint filers with taxable incomes below $450,000. The top 

income tax rate will permanently increase from 35% to 39.6%  

 

Limits on exemptions and deductions for higher wage earners: Permanently 

reinstates the phase-out of personal exemptions and the limitation on itemized 

deductions for single filers with adjusted gross income (AGI) above $250,000 and joint 

filers with AGI above $300,000.  

 

Capital gains and dividends. Permanently extends the 0% and 15% tax rates for long-

term capital gains and qualified dividends for single filers with taxable incomes below 

$400,000 and joint filers with taxable incomes below $450,000. The top rate will 

permanently increase to 20% for filers with taxable incomes above these thresholds.  

 

Obamacare Tax: The new 3.8% Medicare tax enacted under the healthcare law takes 

effect this year. The new 3.8% tax applies to single filers with modified AGI above 

$200,000 and joint filers with modified AGI above $250,000. As a result, the tax law will 

include four different rates for long-term capital gains and qualified dividends 

depending on the one’s modified AGI and taxable income: 0%, 15%, 18.8%, and 23.8%. 

 

Payroll tax: Restores the employee Social Security payroll tax contribution to 6.2% on 

income up to $113,700 in 2013. This payroll tax contribution had been temporarily 

reduced to 4.2%.  If you are subject to payroll taxes your taxes are now 2% higher. 

Alternative Minimum Tax patch: Permanently extends the AMT patch with annual 

inflation adjustments.  

 

Estate and gift tax: Permanently extends the lifetime estate and gift tax exemption of 

$5.12 million (with annual inflation adjustments), but increases the top tax rate from 

35% to 40%.  
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Chapter 2 

Fundamental and Technical Indicators 

 
Economic Projections 

 

It is time to review world events applying my “opinion” based on absolutely nothing 

other than my limited understanding of how the world works.  Headline predictions are 

made at the beginning of the year and may have changed materially since then. 

 

US Economic Indicators (my forecast)  

 

US Gross National Product (GDP) Growth < +1.5% for 2013  

 

I am pessimistic about 2013 in the US due to taxes and Obamacare implementation.  I 

believe that this will cause a mild US recession this summer and issues in Europe will 

continue to drag on the US exports. 

 

The economy seems to be weak but growing 

 

Unemployment of stays > 7.0% at the end of 2013 

 

The economy needs to retool itself before the unemployment rate will fall.  The trend 

seems to be positive.  We can debate if it is real jobs or people dropping out workforce.  I 

expect more effects in 2013 due to more people dropping out of the workforce (like me) 

and not getting real jobs.  Just over 9.46 million people have dropped out of the labor 

force since 2009.  Interestingly enough, 5.7 million more are on disability for a total of 

8.8 million and 15 million more on food stamps for a total of 46 million since 2009. 

 

 
 

The latest number (Feb) was 7.7%  

Unemployment is very high but falling 
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Federal Reserve keeps interest rates steady in 2013 

 

The Fed has stated it will keep rates low until at least mid-2015.       

 

 
 

Low rates are good for the market… 

 

Inflation < 2.5% in 2013 

 

The FTTM money supply has gone from $2T in 2000 to almost $13T today with a 600% 

increase (black line, left scale).   The rate of money creation has slowed (blue, right) and 

this should stabilize the dollar but QE3 should start to increase these numbers once again. 

 

 
 

Currently we are not experiencing inflation but there is a slight bias of inflation 
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S&P 500 index < 1425 at the end of 2013 

 

Corporations were financially stronger coming out of this downturn (except financial 

institutions) compared to other recessions.  I expect a low of 1150 midyear and a high of 

1500 on the S&P 500 early this year and something in between by the end of the year. 

 

Stable Real Estate prices (ave home >160k) in 2013 

 

The average house is now $156,200 with a YoY rise of 5.2% in 2012.  The 30 year 

mortgage rate is at 3.33%.  I expect as rates to remain low for at least 18 more months.  

Real estate will probably never be cheaper and rates will never be lower.  Home 

“affordability” is currently extremely high as long as you can get a loan. 

 

                          National average House Values 
 

 
             

                          National average Mortgage Rates 
 

 

 

Housing prices are stabilizing; interest rates are low  
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>$0.95 Trillion Dollars budget deficit for FY 2013 

 

Latest estimates are $0.9 Trillion http://www.usdebtclock.org/ 

 

I believe thoughtless government overspending is harmful in the long run 

 

Technical Indicators 

 

Technical analysis is the attempt to forecast the future direction of prices through the 

study of past market data.  I use Barchart ( http://www.barchart.com/ ) to come up with a 

final “objective” opinion of an investment.  Its primary ability (flaw) is that it tries to 

predict the future by interpolating from the past performance.  One phrase does come to 

mind, “Past performance is not an indication of future results”. 

 

Model Portfolio and other technical indicators (+100% = strong buy; -100% = strong sell) 

 

US Stock           10/1/12        1/1/13         3/31/13 Link                           

SPY      +8%   -8%  +96%  http://www.barchart.com/opinions/etf/SPY  

QQQQ                +8%  -40%  +80%  http://www.barchart.com/opinions/etf/QQQ 

IWM                   +8%  +48%  +48%  http://www.barchart.com/opinions/etf/IWM  

  

International  

EFA                     +8% +88%  +24%  http://www.barchart.com/opinions/etf/EFA 

EEM                    +56% +100%  -48%  http://www.barchart.com/opinions/etf/EEM  

   

Bonds       10/1/12        1/1/13         3/31/13 Link                           

TLT                     -16% -72%    0%  http://www.barchart.com/opinions/etf/TLT  

SHY                    +80% -40%  +96%  http://www.barchart.com/opinions/etf/SHY  
   
Gold/Oil/Dollar Index/Euro/Yen 

GLD                     +64% -72%  -40%  http://www.barchart.com/opinions/etf/GLD  

USO                     -16% +40%  +72%  http://www.barchart.com/opinions/etf/USO  

UUP                     -48% -16%  +88%  http://www.barchart.com/opinions/etf/UUP  

FXE                     +32% +72%  -80%  http://www.barchart.com/opinions/etf/FXE  

FXY                    +56% -100%  -16%  http://www.barchart.com/opinions/etf/FXY  

   

Volatility Index 

VIX index            -16% +80%          -48% http://www.barchart.com/opinions/stocks/$VIX  

 

http://www.usdebtclock.org/
http://www.barchart.com/
http://www.barchart.com/opinions/etf/SPY
http://www.barchart.com/opinions/etf/QQQ
http://www.barchart.com/opinions/etf/IWM
http://www.barchart.com/opinions/etf/EFA
http://www.barchart.com/opinions/etf/EEM
http://www.barchart.com/opinions/etf/TLT
http://www.barchart.com/opinions/etf/SHY
http://www.barchart.com/opinions/etf/GLD
http://www.barchart.com/opinions/etf/USO
http://www.barchart.com/opinions/etf/UUP
http://www.barchart.com/opinions/etf/FXE
http://www.barchart.com/opinions/etf/FXY
http://www.barchart.com/opinions/stocks/$VIX
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Volatility increases in 2013 

Volatility Chart (market fear index) 

 

 
 

The Volatility index (VIX) can be thought of as the US stock market fear indicator and 

the lower it is the lower the fear in the market.  This indicator is one of the more valuable 

tools to evaluate what implied risk is in the market at any given point in time.  It is 

showing that fear in the market has fallen back to near pre-crisis levels.  It is for us to 

determine if this is warranted or simply complacency.  I am voting for complacency. 

 

Ted Spread… 

 

 
 

This is the Bond market fear index; it has been falling all year. 

Technical summary… 
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Chapter 3 

The Plan 

 
Every trader reserves the right to make a more intelligent decision today than he made 

yesterday.  - Sheldon Natenberg 

 

So… What is the Plan? 

 

I currently don’t really have a plan and I am sitting in 80% cash…  Sitting, waiting, 

expecting things to go poorly…  I have been wrong so far this year but I am not going to 

change my mind or investments for the foreseeable future.  I believe the market optimism 

will be short lived and things will get worst. 

 

My plan is for continued “Risk Off” in 2013 

 

My predictions for 2012 were very accurate but my accurate predictions made it much 

easier outperform the market in 2012. Unfortunately my crystal ball is a lot fuzzier this 

year.  This year I believe that we will have more problems in the US with increased taxes 

and healthcare reform but we should have a better year in 2014 as we start to assimilate 

these changes.  My goal for this year is somewhat tempered and will be happy with a 5-

10% return in 2013 since I believe we are likely to have a mild US recession and I never 

been good at making money in down markets. 
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Chapter 4 

Mark’s Model ETF Portfolio 
 

Asset reallocation 

 

General profile for a several diversified portfolios 

 

Risk  

Adverse Balanced Growth Aggressive 

US Large Cap: 20% 30% 40% 30% 

US Small Cap: 10% 10% 20% 30% 

International: 10% 20% 30% 40% 

Fixed Income: 50% 35% 10% 0% 

Cash: 10% 5% 0% 0% 

 

US Large Cap:  

SPDR S&P Depository Receipts (SPY) 33% 

NASDAQ 100 Trust Shares (QQQQ) 33% 

Vanguard Value VIPERs (VTV) 33% 

 

US Small Cap: 

iShares Russell 2000 Index (IWM) 100% 

 

International:  

iShares MSCI “EAFA” Europe, Australia and Far East Index Fund (EFA) 50% 

iShares MSCI Emerging Markets Index (EEM) 50% 

 

Fixed Income (Bonds): 

iShares Lehman 20+ Year Treasury Bond (TLT) 25% 

iShares Lehman 7-10 Year Treasury Bond (IEF) 25% 

iShares Lehman Aggregate Bond (AGG) 25% 

iShares GS $ InvesTop Corp Bond (LQD) 25% 

 

Cash: 

iShares Lehman 1-3 Year Treasury bond (SHY) 100% 
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2012 Returns 

 

Name 

 
 Symbol 12/31/12 

Price 
3/31/13 
Price 

2013 
Gain % 
w/o Div 

2013 
Gain % 
w/ Div 

SPDR S&P Depository Receipts SPY $142.41 $156.67 10.01% 10.50% 

NASDAQ 100 Trust Shares QQQ $65.13 $68.97 5.90% 6.14% 

DIAMONDS Trust DIA $130.58 $145.32 11.29% 11.90% 

Vanguard Value VIPERs VTV $58.80 $65.53 11.45% 12.11% 

iShares Russell 2000 Index IWM $84.32 $94.43 11.99% 12.30% 

iShares MSCI “EAFA” EFA $56.86 $58.98 3.73% 3.73% 

iShares MSCI Emerging Markets EEM $44.35 $42.77 -3.56% -3.56% 

iShares Lehman 20+ Year Treasury  TLT $121.18 $117.76 -2.82% -2.40% 

iShares Lehman 7-10 Year Treasury IEF $107.49 $107.34 -0.14% 0.11% 

iShares Lehman Aggregate Bond AGG $111.08 $110.73 -0.32% 0.06% 

iShares GS $ InvesTop Corp LQD $120.99 $119.90 -0.90% -0.29% 

iShares Lehman 1-3 Year Treasury SHY $84.42 $84.47 0.06% 0.11% 

 

  

Results for the various “autopilot” portfolios 

 

 

Risk  

Adverse Balanced Growth Aggressive 

’13 Return 2.97% 4.08% 6.49% 6.77% 

’12 Return 8.97% 11.56% 15.30% 16.86% 

’11 Return  7.02% 3.30% -2.52% -6.51% 

’10 Return 11.17% 12.45% 15.53% 16.91% 

’09 Return 11.14% 19.65% 31.48% 36.54% 

’08 Return  -8.18% -18.66% -33.90% -39.60% 

’07 Return 7.82% 9.40% 10.04% 10.45% 

’06 Return 9.72% 13.63% 19.09% 21.83% 

’05 Return 5.49% 7.55% 9.73% 11.77% 

     

Total return since inception 69.25% 73.50% 69.35% 63.87% 

 

The aggressive fund is clearly outperformed this year due mostly to the price increase in 

the US stock holdings.  I still believe in 2014 years the Aggressive portfolio will have 

outperformed the Risk Adverse portfolio but I am not confident that will occur in 2013. 
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Chapter 5 

Final Thoughts 
 

I suspect the rest of 2013 will be much more challenging than in previous years.  In my 

view, the world economy was solidifying but Europe continues to erode, China has 

slowed, and the US “fairer” tax code may destabilize an already trepid recovery.  Any 

one of these issues could cascade out of control and send the world economy reeling back 

into another recession.  I would prefer to just let the European sovereign defaults occur 

and get it over with and move on.  

 

On the other side of the coin global Central Banks continue to print money as a solution 

for anemic growth.  The race is on between the facade of wealth creation via the printing 

press and continued decline due to excessive debt, consumption, and poor investments 

(redistribution).   

 

 

The Good 

 

 Interest rates are low  

 World GDP is projected to be positive in 2013 

 New innovations and new efficiencies are creating new real wealth daily  

 US company’s balance sheets are strong, stock market valuations are attractive 

 

The Bad 

 

 High US unemployment 

 People are dropping out of the US labor force 

 Higher taxes in 2013 on capital/production   

 Obamacare tax is likely to drag on US economy for next 2 years 

 Housing crisis not over; large segment of population with mortgages and no jobs 

 Borrowing and spending is not the cure for too much borrowing and spending 

 

The Ugly 

 

 The European sovereign debt spiral is still in play 

 Exploding US budget deficit/national debt due to increased spending 

 We may be seeing the beginnings of a US Government debt spiral   

 California and other state/local governments debt situation/retirement liabilities 

 The US Social Security time bomb  

 World governance that doesn’t understand basic economics of wealth creation 

 Likely mild US recession in 2013 triggered by higher taxes and Obamacare 
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Final thoughts: 

 

I didn’t do much investing this past quarter and decided to take last year’s gain and live 

off those profits.  I am not that optimistic for this year but ready for a big bounce in 2014. 

I hope that the world economy doesn’t unravel this year…  If it doesn’t the current 

market valuations are still compelling but getting overpriced.  I still think we are on track 

for a mild US recession this year and I am worried that precious metals still could drop 

more this year. I would rather miss out on some gains and have a stack of cash ready for 

when masses are selling in a panic.   Complacency is high!! 

 

This will be a very hard year to make money investing…  

 

This is the conclusion of my report; I hope to get the next report out on July 8th, 2013 

and I try to entertain you with my new thoughts and reflections, if I have any. 

  

Regards, 

 

Mark Rush 

http://traderwasteland.wordpress.com/ 

http://traderwasteland.wordpress.com/

