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Preface 
 
It is once again time for my quarterly market review, when I examine world events and 

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

current events, my portfolio performance, 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 

 

Stay on target!! 

 

I know what you are thinking, “We’re too close to a selloff”, but to be a successful 

investor you need to “Stay on target”. 

 

China is imploding, Europe is weak, commodities are crashing, currencies are in flux, 

and everywhere things seem to flying off the rails. By this point your thoughts betray you 

and you may think “I won’t fail you. I’m not afraid.” But “you will be. You… will… be.” 

 

My big internal debate this time is this just a seasonal selloff or is it different this time?  

We have been going up for nearly 3 years with just a few minor retracements along the 

way.  What has changed?  Are prices too high? Are corporate earnings stymied?  Is China 

about to go into recession?  Are the technical patterns telling us something?  Has the 

market been only fueled by cheap money and relentless stock buybacks?  Has the Federal 

Reserve policy change to tighter money causing a deflation of a building asset bubble?  

To some degree all these things are true, but we need to look at all the facts in the next 25 

pages to calculate the odds.   

 

No one knows what comes next, if someone thinks they know what comes next then they 

are a fool.  The smart money doesn’t guess and then convince themselves that a lucky 

guess was knowledge, my goal is to make an educated estimate of the probabilities of the 

potential outcomes and act accordingly.  What I do believe for sure is that the market is 

going to move in the next few months, I just don’t in what direction for sure. 

 

When the market says “Look at the SIZE of that Chinese selloff…” all I hear is “Cut the 

chatter, Red 2. Accelerate to attack speed.” 

 

Mark Rush 

Red Group 2  

 

P.S.   

 

Updates are now on Facebook at “Theta Capital Partners” 

 

For those who want to follow what I’m up to between quarterly reports you can follow 

me on Facebook at “Theta Capital Partners”, be sure to “like” the page to put my updates 

into your news feed.  This will have my latest thoughts and quick updates between 

reports. This is an easier format to maintain for me than updating the Trader Wasteland 

blog although I plan to keep Trader Wasteland as my primary repository of reports.  To 

be safe, you should subscribe/like both if you want to continue to receive this report. 

 

Feel free to pass on this report or the link to Theta Captital Partners to others. 

 

https://www.facebook.com/Theta-Capital-Partners-203727433052941/timeline/ 

 

 

https://www.facebook.com/Theta-Capital-Partners-203727433052941/timeline/
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Chapter 1 

Considerations 
 

China 

 

This is the chart that has everyone worried, it shows the Chinese stock market running up 

starting last year, peaking in June, and then crashing back down. This chart show what 

loosing 4 Trillion dollars looks like, this is roughly $3,000 per person in China or 

$12,000 per person in the U.S.  I think the market needs another 25% drop to become 

healthy again but the Chinese government has been intervening to prop it up.   

 
 

Most commodities have also been hit as demand for many raw materials to build new 

unused cities may not be needed in the future.  So this sector is getting hit hard.  Believe 

it or not but over half of all iron ore used on the planet is consumed in China along with 

several other commodities. 
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With the fall in commodities prices we see many raw material companies and even 

countries suffer from the low prices.  Even suppliers such as Caterpillar had been hit hard 

down nearly 50% from its highs and I think further to go.  So it is plausible for a 

slowdown in China to creep its way into the U.S. and the rest of the world since we not 

only sell earth movers but we also sell everything else from iPhones to wheat to China.  

 

 
 

What is going on in China is that real capitalism is starting to rear its head.  In the past if 

you build it, it was needed since China needed everything and usually as much as can be 

produced.   Now the communists need to learn that allocation of capital is important and 

the market determines what is and is not needed.  To some extent it’s not as bad as it 

seems on the surface, their economy is somewhat isolated from the rest of the world and 

the impact of a Chinese mini recession isn’t likely to cause a worldwide meltdown.  Their 

economy is still growing but it’s just at a reduced rate.  It will likely be years, if not 

decades, before this mess gets sorted out.   

 

For the time being I plan to avoid China, commodity plays, and luxury brands. 

 

European Central Bank Quantitate Easing  

 

The 18 month long 1.2 trillion Euro stimulus program, the ECB is buying approximately 

60 billion Euros a month in assets until at least September 2016.   This is one of the main 

reasons that I am positive on the market for the next few months.  It is also the main 

reason the Euro has fallen 30% against the US dollar in the past few months.   

 

The size of the program is ~$2500 per man, woman, and child in the EU or about 

$10,000 per household.  My assumption is that some of this money will flow out of 

Europe and find its way into the US chasing relative higher yields and to escape the 

falling in the Euro.   
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Euro 

 

The combination of the ongoing Greece crises and the massive Quantitative Easing 

program has slashed the value of the Euro of the past year.  This may help some money 

to land in the US as people seek higher and asset appreciation.  This should help ease old 

debt in the EU and increase exports from Europe.  

 

The chart below seems to indicate a pennant pattern forming; this usually precedes a 

large move either up or down. Above 1.15 I’d be a buyer below 1.07 I’d be a seller. 

 

 
 

If you ever wanted a European vacation, this is the time to go.  It’s 30% off… 

 

USD (US dollar) 

 

On the flip side of this coin (pun intended) the dollar against most currencies has gone up 

~20% as seen by the US dollar index vs a basket of foreign currencies.  This hurts our 

companies that have overseas profit, hurts our exports, but makes imports cheap. 

 

This pattern isn’t as defined as in the Euro but the dollar looks like it could go either 

much higher or lower from here.  Holding dollars may no longer be the “safe” bet. 
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US Federal Reserve Policy 

 

My best guess of other people’s best guess is that the Fed will raise rates ¼% in 

December with one or two rate rises sometime in 2016.  The world economy is too weak 

and the dollar is too strong vs other currencies and the rise will hurt the world economy.  

 

As other parts of the world continue to have issues, money will flow toward safer places 

for the newly printed money, such as the US.   Some of the money printed in Japan and 

Europe will flow to the US to support keep our interest rates low and our stock market 

high.   

 

Impact: Possibly slightly tighter monetary policies in the US going forward offset 

somewhat by Asia and Europe.  We should see slightly more strength in the US dollar 

going forward and short term US interest rates should tend to creep up slightly by the end 

of the year.  I believe long term US interest rates will continue to fall in an attempt to 

match other international yields.  Current yield on US 10 year Treasury is 2.04% 

 

10 year US Treasuries yields 

 

 
 

Oil 

 

Prices should be weak for as long as another 12 months longer as weaker producers cut 

production then prices should stabilize higher.  It usually takes months for demand to 

catch up to lower prices and for the frackers production to fall.  The world is still running 

a surplus of around a million barrels a day and the US is running out storage to put this 

oil.  In the short run oil has the possibility of dropping into the $30’s.  A cold winter in 

the US and Europe could prevent prices from dropping too much but it could get ugly 

next spring. 

 

I’m not investing in oil right now because, it really is a guess where prices are going, 

either lower or higher.  I will be avoiding all oil related investments.  
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Chapter 2 

The Fundamentals 
 

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 Gross National Product (GDP) Growth > +3.0%  

 

The stronger dollar is hurting large US companies also.  Current US GDP projections are 

closer to 2.4% for 2015. 

 

The US economy seems to weaker than anticipated 

 

Unemployment of will decrease to < 5.5% by the end of 2015 

 

It seems the economy may be finally retooling itself and the unemployment rate should 

continue to fall if this is true.  We can debate if it is real jobs being created or if it is 

really people just dropping out workforce.    

 

 
 

The latest number (August) was 5.1% 

Unemployment is falling but so has the labor participation rate 
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Federal Reserve raises short-term interest rates in 2015 

 

 

After many years of easy money the Federal Reserve says it will begin return interest 

rates to normal later this year.  I expect the first rate hike in December. 

 

 
 

Low rates are good for the market… 

 

Inflation < 1.5% in 2015 

 

So far inflation has been net near zero for this year.  
 

Currently we are not experiencing inflation  

 

S&P 500 index > 2150 at the end of 2015 

 

Issues with China and Euro have taken its toll on the index in the past few months so Q3 

closed at 1,920.03.  My prediction is unlikely to be achieved. 

 

The stock market has hit a rough patch… 
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Improving Real Estate average home < $185k in 2015 

 

The average house was up to $177,600 at the end of 2014 and now is $180,800.  The 30 

year mortgage rate is at 3.63%.  Real estate prices are still historically cheap and may 

never be much cheaper and rates may never be much lower.  Home “affordability” is still 

high but losing ground with higher rates and prices.  We may be near the end of super 

chap loans if the Federal Reserve raises rates. 

                          National average House Values 
 

 
             

 

                          National average Mortgage Rates 

 

 

Housing prices are increasing and interest rates are low…  So I bought a house in 

Colorado this quarter. 
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<400 Billion Dollars budget deficit for FY 2015 
 
The debt has shrunk quite a bit but I still think it needs to go lower although it is no 
longer disastrous or completely out of control.  I am turning this signal to neutral for 
the first time in 4 years….  Higher tax receipts are a positive despite headwinds the 

economy is recovering, although the estimated debt is expected to be $426 Billion. 

 

 
 
Deficits are approaching more manageable levels but are not sustainable long term 
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Chapter 3 

The 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” although this is exactly what 

these calculations try to do. 

 

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

 

US Stock           1/1/15 6/30/15 9/30/15  Link                           

SPY    +48%    -72%   -80%  http://www.barchart.com/opinions/etf/SPY  

QQQ                 +24%    -64%   -88%  http://www.barchart.com/opinions/etf/QQQ 

IWM                 +88%    +8%   -96%  http://www.barchart.com/opinions/etf/IWM  

  

International  

EFA                    -72    -72%   -80%  http://www.barchart.com/opinions/etf/EFA 

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

   

 

Bonds       1/1/15 6/30/15 9/30/15 Link                            

TLT                     +80    -40%   +56%  http://www.barchart.com/opinions/etf/TLT  

SHY                    -54%   +56%  +100%  http://www.barchart.com/opinions/etf/SHY  
   
 

Gold/Oil/Dollar Index/Euro/Yen 

GLD                     -40%   -96%   -40%  http://www.barchart.com/opinions/etf/GLD  

USO                     -96      0%   -32%  http://www.barchart.com/opinions/etf/USO  

UUP                     +96%   -32%   -16%  http://www.barchart.com/opinions/etf/UUP  

FXE                     -96%    +8%   +32%  http://www.barchart.com/opinions/etf/FXE  

FXY                     -54%   +16%   +56%  http://www.barchart.com/opinions/etf/FXY  

   

Volatility Index (higher is bad) 

 

VIX index            +72%            +88%  +56%       http://www.barchart.com/opinions/stocks/$VIX  

 

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  

 

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.  Recently the VIX has spiked to its highest 

levels since the financial crisis in 2009 and this is a potentially a worrisome omen. The 

fear indicator is the path to the dark side. 

 

Ted Spread… 

          TED Spread 

 
 

The US Treasury vs. Eurodollar spread (TED) is the Bond market fear index.  Recently 

this index has been moving up.  This is also a very worrisome development.
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Below are the unremarkable (~2%) Spanish bond rates, just to keep an eye on Europe.  

This is a relatively positive chart as long as we stay under 2.5% 

 

  Spanish 10 Year Yield 

 
 

This is WAS a very worrisome indicator but has subsided.  Rates under 10% is a positive. 

 

Greek 10 Year Yield 

 
 



Copyright © 2015 by Mark A. Rush 
 

More Technical Mumbo Jumbo with a Massive Warning Signs 

 

 
 

I did some long term analysis of the S&P 500 going back to turn of the century.  The 

black horizontal line is drawn just above the market peak in 2000 and nicely intersects 

with the market peak in 2008. This line is around 1575 on the S&P 500 or about 20% 

down from here.  I also drew a Fibonacci retracement (blue) from the lows of 2009 to the 

recent highs and the 61.8% retracement also intersected the first black line around 1575. 

 

What does all this tell me?  The market has been for the most part going up in a straight 

line since 2012 and generally that isn’t how markets usually behave.  Based on this chart 

market is susceptible to a substantial selloff of almost 20% more.  If the market rolls over 

there isn’t a lot of market resistance to a sell off until 1575 on the S&P 500, it may 

overshoot to 1400 but I would be a massive buyer at 1575.  This doesn’t not necessarily 

mean it will happen, it would take several negative events occur to push the down the 

market that far but it is lined up to take a 20% drop but it is only a possibility.  

 

The indicators I watch for my sell signal are if the market breaks under 1820 for a several 

days and the VIX is unable to go below 17.5 for more than a few days.  The all clear sign 

is if the market breaks above 2050 with a VIX below 15 causing a more than 6% gain 

from current levels.  Everything else in between is a no man’s land.  

 

It may be too early to tell but the seasonality is lining up to form a long term head and 

shoulders pattern which means a massive sell off would be delayed until late 2016 or 

mid-2017.  But until then we can make money although the easy gains for buy and hold 

strategies may be over for the next 18 months. 
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Technical Summary… 

 

All the stock market indicators are very heavily negative but strong for bonds (safety) as 

you would expect.  The dollar, gold and oil are weak and the only seeming positive item 

is the yen and Euro which is odd considering the about of money they are printing.  

Volatility has increased (bad) and the Ted spread is rising (bad).  The Spanish debt is 

telling us things have weakened slightly while the Greek debt has thankfully improved. 

 

What this indicates to me is that the market is in expecting of another major economic 

downturn or at the least a mild global recession.  The markets are giving us a subtle hint 

that things could turn for the worse.  Odds are we aren’t that bad off but the market says 

“Never tell me the odds!” 

 

It may just be a seasonality effect reflected in the indicators or we may indeed be on the 

verge of a recession.  I personally don’t plan to invest much until the VIX is under my 

target of 17.5 otherwise I plan to stay in cash until November sometime assuming things 

settle down. 

 

While writing this report I had to rethink my large US dollar holding, I may need to 

switch to holding the Euro since there are indicators that the dollar may weaken.  Once I 

come to that conclusion then I would likely buy Euros via the stock market fund FXE. 

 

The technical indicators are weak, it professes that we could have another 20% down to 

the current selloff and this would be a buying opportunity.  On this flip side this may just 

be a seasonal selloff and the market may be poised for a big bounce of 6-10% from here. 
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Chapter 4 

Sectors 
 

US Economy 

 

The US economy seems fairly stable despite global concerns.  It is weaker than expected 

but holding generally holding up and is one of the few bright spots in the world. 

 

The US economy continues to expand but not as much as previously expected 

 

Europe 

 

With the ECB pumping 10’s billions of Euro’s into the economy each month, Europe is 

likely a good bet as long as Greece stays in line. 

 

I have no investments in Europe at this time but likely to start putting money into some 

money into this area next year. 

 

China 

 

China is the main cause of the current doom and gloom in the market, commodities and 

high end items are impacted due to their weakness. This one is harder to figure out since 

data from that region is somewhat opaque. 

 

I feel like a great disturbance in the Chinese market, as if trillions of dollars suddenly 

cried out in terror and were suddenly silenced. I feel something terrible has happened. 

 

I have few investments in China at this time.  Risk/reward it will be a buying opportunity 

someday, but today is not that day. 

 

The US Bonds and US Dollar 

 

I do not own any US Government bonds but for the first time that I can remember, 

believe long term bonds may be a good short term investment.  For now inflation seems 

to be benign.  Other first world nation’s weakness is strengthening the US dollar.  On the 

other hand I have been solidly wrong in this area for 5+ years.  Long term I believe this 

will be a poor investment.  

 

The run in the US dollar may be over and I need to pay more attention to other currencies 

such as the Yen, Euro, Aussie dollar, and Canadian Dollar to hold my “cash” positions. 

 

I do not own any Government bonds nor do I plan to purchase any.  
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Muni bonds 

 

The yields here are higher than US Treasuries and tax free.  I could understand why 

someone would buy selected muni bonds that have a low potential for default.  I currently 

have no need for tax free income so I will not be looking in this area.   

 

I do not own any muni bonds nor do I plan to purchase any.   

 

Corporate Bonds 

 

Corporate bonds have a higher yield than Government bonds but I have always tended to 

shy away from all “fixed” income assets.   

 

I do not own any corporate bonds although yields have improved but so has the risks 

 

Financial stocks 

 

For the first time in a while several bank stocks have become value stocks once again 

(see chapter 5) assuming the earnings estimates stay valid.  Assuming things stabilize I 

plan to own some Banks again later this year. 

 

I don’t own any banks right now but sniffing around the banks both foreign and domestic. 

 

Oil/Energy 

 

The resurgence of oil and gas production in the US and the global spread of 

unconventional (fracking) gas production are major in factors changing the world energy 

landscape.   Because of our advanced drilling technology (hydraulic fracturing) and these 

technologies are migrating from natural gas into oil production.  As this occurs this will 

put significant pressure on the price of crude oil but it will many years to ramp up this 

production.  Long term (5-10 years) the price of Oil should be dropping. 

 

Goldman Sachs is predicting oil could fall as low as $20/bbl. although this isn’t their base 

case. 

 

I don’t like anything oil. 

 

Emerging markets 

 

I think Emerging markets investments will pay off in the next couple of years but we 

need to figure out what is going on in china first.  

 

I own no emerging markets but will likely buy some near the end of the year. 

 

Technology 

 

Selected tech seems to be a good bet these days.    

 

I unfortunately own Alibaba.  I plan to buy Apple later this year. 
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Cash and its proxies 

 

I currently have the equivalent of >65% of my assets in cash right now thinking the stock 

market needs to sort itself out before I invest.  I have been putting money into the market 

very slowly and probably have too much cash and too much of that cash is in US Dollars.  

Potentially other holdings in other currencies are likely needed like the Euro, Yen, Aussie 

dollar and Canadian dollar. 

 

I have too much cash. 

 

Gold/Platinum 

 

Gold may have stopped falling but not convinced we are not in a global macro 

deflationary period.  If I were to invest in gold it would be in the gold miners. 

 

I stopped out of my gold miners earlier this year.  They were long term holding but had 

lost 75% of their value.  They have continued down but I think they have good risk 

reward at this point.  I will likely do a levered long term play on the GDX 

 

I sold all my Barrack Gold and the Gold Miners ETF (GDX) but plan to get back in soon. 

 

Real Estate 

  

I have been a fan of real estate since not long after the crisis.  A big part of that thought 

was my belief that the Fed was going to force this asset class up relentlessly until it 

forced a recovery.  Therefore I bought another property in Breckenridge Colorado. 

 

The 4 main reasons I bought another house is 1) I spend a lot of time in Colorado and I 

was tired of renting, 2) I believe global central bank policies in general are going to 

create an asset bubble and I believe that beach and ski resorts are going to outpace the 

rest of the properties markets, 3) I was able to get a loan for just over 3.5% and I believe 

that this is an extremely acceptable rate to borrow money.  Lastly, I may have bit off 

more than I can chew but I wanted a nice property that is easily rented in the spot market 

so that if I hit a rough patch so I can easily cover my mortgage via VRBO. 

 

Up to this point in my life I had only borrowed money 7 times in my life; this loan 

exceeds the value of all those others loans combined.  I believe that over the next 5-10 

years the value of money will drop while the value of assets will rise, I plan to make out 

on both sides of this transaction. 

 

I now own two mortgage payments but I would like to sell my West Virginia house and 

move to Tennessee but the odds of another bank loaning me money are slim. 

 

Volatility 

 

I am playing with some longer term income producing volatility schemes these days that 

are basically back door theta collection strategies.  Vix has spiked recently but luckily my 

indictors told me to get out of the market in time.  I am waiting to get back in when the 

VIX goes below 17.5 again.  This is my primary method of generating income. 
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Chapter 5 

Value Stocks 

 
Here is a quick list of the some stocks that I follow that I think are cheap.  I also show the 

expected yield for next year (’16), it’s expected earning in ’16 verses its current stock 

price (i.e. return on investment), and for those who prefer P/E ratios I have included those 

also.  With 10 year Treasuries under 2.0% I find this a better place to invest. 

 

Stock Symbol Yield 
Est. '16 returns 

(E/P) 
Forward  
('16) P/E 

General Motors GM 5.0% 16.9% 5.9 

Kohlberg, Kravis, Roberts* KKR 10.2% 16.4% 6.1 

Hospitality Properties Trust* HPT 7.9% 14.5% 6.9 

Ford F 4.6% 14.3% 7.0 

Micron Tech MU - 12.8% 7.8 

Royal Bank of Canada RY 4.5% 12.5% 8.0 

Deutsche Bank  DB 3.2% 12.5% 8.0 

Barclay’s BCS 1.7% 11.9% 8.4 

Citi C 0.4% 11.9% 8.4 

Gilead GILD 1.8% 11.8% 8.5 

JP Morgan JPM 2.9% 10.6% 9.4 

Apple AAPL 1.8% 8.8% 11.3 

Best Buy BBY 2.6% 7.8% 12.8 

Google GOOG - 5.6% 18.0 

Priceline PCLN - 5.6% 18.0 

     

  

* are stocks that I own at the time of this publication. 

 

These are low P/E for a reason; the market didn’t just overlook these instruments, but I 

do own or would own any of them.  This is the first time in a long time this list got 

cheaper.  I may have to move some money into the now high yield camp. 

 

Oddly enough I have added a few tech names that I think are relatively cheap.  The 

names are Apple, Priceline, and Google.  Although more expensive than some of the 

other names their growth rates are much higher.  

 

The Royal Bank of Canada is based on Canadian dollars; if the currency were to rebound 

RY would rise in price proportionally.  This is how I would play a recovery in $CA. 
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Chapter 6 

High yield 
 

Here is a quick list of the some high yield investments that I follow along with the current 

yield.  With 10 year Treasuries at ~2% I find this a better place to invest. 

Stock Symbol Yield Structure  

Annaly Capital Management* NLY 12.1% REIT  

BioPharma PDLI 11.9% Corp  

Gov’t Properties Income Trust GOV 10.7% REIT  

Kohlberg Kravis & Roberts* KKR 10.2% LP  

Sr. Housing Properties Trust SNH 9.8% REIT  

Blackstone Group BX 9.6% LP  

StoneMor Partners L.P. STON 9.3% LP  

Blackstone Mortgage Trust BXMT 9.1% REIT  

Ad Clay Convertible AGC 9.0% Bond  

Icahn Enterprises IEP 8.9% LP  

GEO Group (Private Jails) GEO 8.3% REIT  

Alerian MLP ETF AMLP 8.1% MLP  

Hospitality Properties Trust* HPT 7.9%              REIT  

PowerShares Preferred PGF 7.1% Bond 

Vector Group (Tobacco) VGR 7.1%            Corp  

MS Emerging Mkt Debt MSD 6.8%            Bond  

Och-Ziff Capital Management OZM 6.5%          LP  

GlaxoSmithKline GSK 6.3%           Corp  

Barclay’s High Yield Bond JNK 6.1%            Bond  

iShares Preferred PFF 5.8%            Bond  

PowerShares Preferred PGF 5.8%            Bond  

AT&T T 5.8%           Corp  

Healthcare REIT HCN 5.0%          REIT  

     

* are stocks that I own at the time of this publication. 

 

Most of these investments are not normal stocks and typically don’t qualify for special 

tax treatment under US capital gains rules (except those listed as “Corp”).  Most of these 

are a Trust, Real Estate Investment Trust (REIT), Bond fund, Limited Liability 

Partnership (LP), Master Limited liability Partnership (MLP), or other tax land mine.  

These are all high yield for a reason; the market didn’t just overlook these instruments. 

 

Be sure you and your investment advisor knows what you may be getting into before 

investing and getting a crazy high tax bill at the end of the year.  Some of these I have in 

my IRA to avoid the tax headaches but some of them can’t be put into an IRA for tax 

reasons.  MLPs shouldn’t be held in IRA because of tax issues caused by UBTI… 

Seriously set up a consultation with Jim Hunter, CPA before investing in these.  

http://www.bodineperry.com/jimhunter.php   

http://www.bodineperry.com/jimhunter.php
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Chapter 7 

Mark’s Model ETF Portfolio 
 

Asset reallocation 

A general guideline for 4 portfolios, each with varying riskiness while using just 12 (or 

less) Exchange Traded Funds (ETF).   

Risk Profile  Low 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% 

   ETF Symbol  % by ETF   

SPY 5% 7.5% 10% 7.5% 

QQQQ 5% 7.5% 10% 7.5% 

DIA 5% 7.5% 10% 7.5% 

VTV 5% 7.5% 10% 7.5% 

IWM 10% 10% 20% 30% 

EFA 5% 10% 15% 20% 

EEM: 5% 10% 15% 20% 

TLT 12.5% 8.75% 2.5% 0% 

IEF 12.5% 8.75% 2.5% 0% 

AGG 12.5% 8.75% 2.5% 0% 

LQD 12.5% 8.75% 2.5% 0% 

SHY 10% 5% 0% 0% 

 

US Large Cap:  

SPY: SPDR S&P Depository Receipts ETF 

QQQQ: NASDAQ 100 Trust Shares ETF 

DIA: SPDR Dow Jones Industrial Average 

VTV: Vanguard Value VIPERs ETF 

US Small Cap: 

IWM: iShares Russell 2000 Index ETF 

International:  

EFA: iShares MSCI “EAFA” Europe, Australia and Far East Index ETF 

EEM: iShares MSCI Emerging Markets Index ETF 

Fixed Income (Bonds): 

TLT: iShares Lehman 20+ Year Treasury Bond ETF 

IEF: iShares Lehman 7-10 Year Treasury Bond ETF 

AGG: iShares Lehman Aggregate Bond ETF 

LQD: iShares GS $ InvesTop Corp Bond ETF 

Cash: 

SHY: iShares Lehman 1-3 Year Treasury bond ETF 
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2015 Model Portfolio Returns 

Name 
 

 
 

Symbol 
 

12/31/14 
Price 

9/30/15 
Price 

2015 
Gain % 
w/o Div 

2015 
Gain % 
w/ Div 

SPDR S&P Depository Receipts SPY $205.54 $191.59  -6.79% -5.33% 

NASDAQ 100 Trust Shares QQQ $103.25 $101.76  -1.44% -1.20% 

DIAMONDS Trust DIA $177.88 $162.53  -8.63% -7.35% 

Vanguard Value VIPERs VTV $84.49 $76.75  -9.16% -7.34% 

iShares Russell 2000 Index IWM $119.62 $109.22  -8.69% -7.66% 

iShares MSCI “EAFA” EFA $60.84 $57.32  -5.79% -3.96% 

iShares MSCI Emerging Markets EEM $39.29 $32.78  -16.57% -15.80% 

iShares Lehman 20+ Year Treasury  TLT $125.92 $123.54  -1.89% -0.21% 

iShares Lehman 7-10 Year Treasury IEF $105.99 $107.87  1.77% 3.05% 

iShares Lehman Aggregate Bond AGG $110.12 $109.58  -0.49% 1.00% 

iShares GS $ InvesTop Corp LQD $119.41 $116.09  -2.78% -0.57% 

iShares Lehman 1-3 Year Treasury SHY $84.45 $84.99  0.64% 0.98% 

  

Results for the various “autopilot” portfolios 

 

` 

Risk  

Adverse Balanced Growth Aggressive 

’15 Return -2.31% -4.00% -6.54% -7.84% 

’14 Return 9.16% 8.31% 6.71% 4.25% 

’13 Return 8.34% 13.31% 22.72% 24.75% 

’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 108.90% 96.40% 94.66% 83.95% 

 

Nearly everything has done poorly this year…  Now that all this data has been collected 

for 11 years, we can take the total return and divided by 11 to get annual return including 

the “great credit crisis”.  Most pension funds pay handsomely for these kinds of returns.  

But here it is offered up for free to anyone…. 

 

Portfolio   11 year Average Annual Return 

Risk Adverse (bond bias)      9.90%/year 

Balanced (blended)        8.76%/year 

Growth (Stock bias)     8.61%/year 

Aggressive (no bonds)    7.63%/year 
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Chapter 8 

My Current Portfolio Holdings  
 
Trading Portfolio (Taxed) - Options, short positions, short term trades, FX 

^VIX* - Various option strategies for volatility harvesting via theta decay and VIX contango roll 

BABA* -  Alibaba play that has become virtually worthless 

FCX* – Small 2017 bet on Freeport McMoran in case of a commodities recover 

BRKB – Berkshire Hathaway (daddy Buffet play) 

Cash 

 

IRA rollover (Tax deferred) - Income and high yield 

HPT - Hospitality Properties Trust (Hotel REIT, income) 

KKR - Kohlberg Kravis Roberts (income) 

^VIX* - Various option strategies for volatility harvesting via theta decay and VIX contango roll 

Cash 

 

Roth IRA (Not Taxed) – High risk aggressive growth 

NLY - Annaly Capital Management, leveraged mortgage REIT 

^VIX* - Various option strategies for volatility harvesting via theta decay and VIX contango roll 

Cash  

* Denotes options positions 
 
I have thinned out the number of holdings in my portfolio to free up money into the VIX related 
strategies and also to simplify my holdings and daily analysis. 
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Chapter 9 

The Plan 

 
Now, witness the power of this fully operational battle plan. 

 

Considerations: 

(+) World GPD growth is positive again but weaker than expected 

(+) China, the ECB and Japan continue their easy money polices 

(+) The US Budget Deficit is somewhat controllable  

(+) Cheap Energy 

(+) We may be in the early stages of a bubble forming; in the beginning this is good 

(-) The US economy is coming up short of predictions 

(-) The Fed is likely to raise interest rates soon 

(-) China slow down 

(-) We may be in the early stages of a bubble forming; in the end this is very bad 

 

Globally the economy is weak but still expanding, although the US Federal reserve has 

stopped printing money, the rest of the world continues extremely easy money and this 

may cause a global asset bubble but some of that money will flow into “safety” here in 

the US.  US companies will have a harder time competing with the stronger dollar and 

may limit their buyback programs with potentially higher interest rates. 

 

The strong dollar is also bad for oil, mineral and other commodity plays.  As much as I 

have loved these investments in the past, I needed to trim them last year.  I believe this is 

a temporary hiatus caused by the reduction of printing in the US and more printing 

expected by Europe and Japan.   

 

A few issues that could tank the market are: Greece, Russia, China or turmoil in the 

Middle East.  If one of these decides to become center stage then all bets are off.   

 

Stock Market Cycles 

 

As most of my long term readers are too familiar, I am a big disciple of stock market 

cycles.  The seasonality of the stock market has been well documented and I have finally 

put together a theory that explains the phenomenon.    

 

My Plant and Harvest market theory: 

 

My theory relies on a few prerequisites: 

Major trading hubs are 30°N to 50°N so these hubs see changing length of days 

We still have it in our DNA that in the spring we plant our crops  

In the fall it is time for us to prepare for winter by gathering our harvest  

As the season change we collectively want to invest (plant) our money in spring 

In the fall we want to prepare for the hard times ahead and sell (harvest) our investments 

Our collective moods are more optimistic in spring and more pessimistic in fall 

Our biological clocks are tuned to the length of days to placate our hunter gather DNA 

We instinctively still follow these patterns albeit our cash crop is now simply cash… 
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If we look at the following histoical charts we can see a pattern. In the spring the market 

tends to go up and in the fall it tends to go down. 

 

 
 

This lines up with the daily rate of change of the length of day, not the the actual length 

but how fast fast the length of days are changing. 
 

 
 

The circle is now complete. When I left you, I was but the learner; now I am the master. 

 

The Plan 

 

I am currently a very nervous investor, I check the market news daily and the economic 

reports have been generally disappointing.  This is one of the few times that I think that 

US bonds may be a good idea despite the imamate rate rise.  I feel like the market can go 

up 10% or down 20% and I don’t like that risk reward.  The only two things that make 

me want to put money to work are the “seasonality” effects and the massive QE program 

going on in Europe and in Japan along with stimulus actions of China.  Despite these 

fears, I plan to plod ahead with my seasonality theory and the selloff has to do more with 

market psychology and not a collapse of the world economy.  
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In essence, my plan is to move out of my large cash position with plans to be fully 

invested by mid-November, assuming that the market indicators have recovered by then.  

There is a danger that we are on the cusp of a major pullback (~20%) and I need to be in 

position of that so I may be getting in out of the market several times in the coming 

months. In essence, in the next few months I would like to own stuff, the first half of next 

year I want to be invested, and in the second half of 2016 I will go to cash or some other 

major beat down currency.  I am cautiously bullish because there are signs that we are 

facing a major market correction in the coming weeks but will put those fears aside 

assuming that it is a warning sign for the second half of next year. 

 

The hard part about market timing is, knowin’ when to hold them, knowin’ when to fold 

them, when to walk away, and knowin’ when to run…  This time I have defined hold 

them part; I will start buying the market if both these conditions appear, the volatility 

index goes under 17.5 and the S&P 500 index stays above 1820 (182 on SPY fund). 

 

To Do List 

 

Buy Signals: 

Start investing 25% of my cash based on seasonality over the next 6 weeks 

Watch for a buy signal when the Volatility Index drops below 17.5 for another 25% 

Watch for a 25% buy in signal on the S&P 500 index if it hits 1820 

Buy the remaining 25%-50% if S&P 500 index goes above 2050 and VIX <15 

 

Sell Signals: 

Watch for sell everything signal if the S&P 500 goes under 1820 for more than a week 

and the VIX spikes above 25. 

 

If the previous Sell signal occurs the next Buy is: 

Watch for an “all in” signal if the S&P 500 hits 1575  

 

If 1400 doesn’t hold we all have bigger problems, then invest in canned goods and a 

retreat or two in the mountains. 

 

I’ve been mostly cash since the last report and just starting to put money back to work.   

If the selloff continues it will likely be a buying opportunity for 2016. 

 

Everything is proceeding as I have foreseen.
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Chapter 10 

Final Thoughts 
 

The world economy continues to solidify but Europe continues to merely squeak by and 

China’s growth has slowed along with its credit issues that are constantly flaring up. 

Either one of these minor issues could cascade out of control and send the world 

economy back into recession. 

 

I expect for the rest of 2015 the US stock market will trend back up slightly starting in 

November but it is likely it will be much more subdued than in previous years. I plan to 

start putting money back in the market soon to capitalize on a potential short term pop, 

next year’s crystal ball is extremely cloudy.  For the first time in a while I am struggle to 

determine what comes next.  My strategy is based on blind faith this time; I am hoping 

that the market forces are strong in this one. 

  

The Good 

 

 Potential global asset bubble forming from easy money policies 

 The 1.2 trillion Euro stimulus ECB quantitative easing 

 Low energy and commodity prices 

 Interest rates are low  

 New innovations and new efficiencies are creating new real wealth daily  

 US tax receipts are up and deficits are down 

 

The Bad 

 

 Potential global asset bubble forming from easy money policies 

 Chinese economy 

 European meandering recovery 

 Economic and technical indicators 

 Tighter Fed policies 

 

The Ugly 

 

 Potential global asset bubble forming from easy money policies 

 Junk bond crisis forming and general excessive debt buildup by companies 

 General excessive debt buildup by nations 

 Possibility of Chinese recession 

 Unknown unknowns, the kind that blindsides you at 4 p.m. on some idle Tuesday 

 

This is the conclusion of my report; I hope to get the next report out on January 4th, 2016 

and I will attempt to entertain you with my new thoughts, reflections, and bad grammar.   

  

Do or do not. There is no try! 

 

Mark Rush 


