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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 West Virginia; 

 

After living at 10,000 feet for most of the summer, I am glad to be back living in my own 

house for a change.  I spent my summer primarily engaged in my version of physical 

therapy in the Colorado Rockies although all the rain interfered with my plans.  My knee 

recovery is near 100% and I was able to do a two hike across the Grand Canyon a few 

days ago.  It feels good to get out without needing for a knee brace for the first time in 

over a year and a half. 

 

In other news, I have trying for the past 7 days trying to get signed up for Obamacare.  

Being that I am not “employed”, I have been getting my healthcare through the West 

Virginia Healthcare pool but they canceled that program in favor of the Federal 

Healthcare Exchange.  In my opinion, that was a big mistake.  I have invested 6 hours of 

my time spread over 7 days trying to sign up.  I keep running into failed servers, dead 

ends, and random error messages; I still don’t know what the price of the product is going 

to be or what options I have.  Major Fail!! 

 

If this was any other entity, other than the Government, the press would be all over this; 

but somehow it’s ok for the citizenry to accept mediocrity from Government agencies 

and Governmrnt officials/employees.  Image if Apple, Google, Facebook, Amazon, or 

Monsanto were to have a process this screwed up?  Wouldn’t someone get fired?  For 

weeks people who weren’t even involved, expressed anger over the market failure when 

Facebook when public….  I hear no outrage over that Healthcare Exchange that affects 

millions of lives is a disaster, take it from someone who has been forced to use it. 

 

Government partial shutdown 

 

Surprisingly the markets are quite clam despite both parties playing some kind of silly 

game of chicken with shutting down the government and the debt limit.  I think after 

these two issues are cleared up it will be the time to jump back into the market and 

become fully invested again.  So far I’ve seen seven days without government services 

(really only a 17% shutdown) and the only difference that I notice is there is no one to 

check my National Park pass when I go hiking and there is less traffic when I travel 

around DC to go shopping.  I am good… 

 

Q3 Report: 

 

This report is an update (shorter) with a full report coming out at the end of the year.  It 

includes full set of data set but briefer comments.  A scant 20 pages of wisdom… 

 

Regards, 

 

Mark Rush  

Yellow Spring, WV  

 

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

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

Quandary 

 
Change at the Federal Reserve 

 

I spent a good amount of time trying to understand Larry Summers assuming he would be 

the next Fed Chair, but now it seems that Janet Yellen will likely be the next Federal 

Reserve Chairman.  My limited research indicates that she will likely lean more toward 

easy money, more so than Bernanke or Summers.  So, easier money would mean the 

dollar should fall and things like stocks, Foreign eXchange (FX), oil, and gold should 

rise… in the long run…  

 

BUT… The Fed Taper: The End of Lower Rates? 

 

Now that we have established part one of the Fed Puzzle with the next Chairman likely to 

lean toward easy money, we need to contend with what the Fed has already said… less 

loosening… (Fed speak double positive?) 

 

The Fed has already stated (and the market has reacted) that the policy will begin to print 

less money in the future, currently the Fed is printing $75 billion a month… But the 

current plan is to reduce that amount and eventually get to Zero and theoretically find 

some way to reabsorb all the money they have already printed. 

 

How this may affect the market 

 

Now here is the Quandary…  We already have a Fed that is planning on decelerating 

monetary policy (“relatively” Hawkish), but we are getting a new “dovish” (Keynesian) 

Chairman.  This could get tough to determine what the true intent of the Federal Reserve 

will be going forward.  My guess is easy money, therefore higher stock, housing, and 

everything else prices… 

 

For those who are new to my report; right now the Federal Reserve buys $75 billion 

EACH month of US Government Bonds, where do they get all that money???  They 

simply issue new money to make the purchases; this is what has been driving me crazy 

for the last several years.  It’s a disaster in the making; I am in favor of reduction in 

printing of money.  I want a tighter Fed, but it’s unlikely to happen until it’s too late.   

 

My bet is 3-5 years from now is when poor current decisions will begin to rear its ugly 

head, my guess is in a devalued US dollar and inflation.  We are currently printing too 

much money and someday the unintended consequences will become apparent.  I just 

don’t know what that is yet, nor does anyone else.  So, with the spigots wide open, for the 

time being, money will be less valuable and everything else will likely become more 

valuable. 
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Chapter 2 

Considerations 
 

Interest Rates 

 

With the prospect for the Federal Reserve buying fewer bonds in future, the market has 

already anticipated that and given us higher interest rates now.  Most notably 10 Year 

Treasuries are around 2.65% up from a low of 1.5% while 30 year fixed mortgages are 

now just above 4%.  If the economy continues to pick up and the Fed undoes QE then the 

10 year Treasuries may be heading north of 4% with mortgages going over 6%.  This is a 

negative for the economy but it creates less price distortions (inefficiency) in the 

economy.  The higher dollar will make our goods and services less competitive in the 

world markets while making our imports cheaper.  It will be a drag on our economy.  

 

        10 year US Treasuries yields 

 

 

India, yet another brick is the wall 

 

It seems that I always one step behind what “whack-a-mole” will pop up next.  I was 

watching Europe and China starts to get weak. Now that I have spent more time on 

researching China, out of left field India starts to unwind… 

 

It just seems the global economy can’t fire on all eight cylinders.  I don’t have the 

resources to watch everywhere and I am convinced that now that I am watching India that 

another imminent crisis will pop up somewhere else.  Below you can see the steep selloff 

in the currency (Indian Rupee) although it has stabilized in the past month.  Watch India. 

 

 



Copyright © 2013 by Mark A. Rush 
 

Chapter 3 

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 Economic Indicators (my forecast)  

 

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

 

I am closely watching economy in this year for signs of a drag from higher taxes and 

Obamacare implementation.  This could slow growth later this year and issues in Europe 

and Far East may drag on the US exports.  The US grew at a 1.6% annualized pace in the 

so far this year and the economy is slightly outperforming my expectations. 

 

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 but 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.  Over 9.46 million people have dropped out of the labor force 

since 2009.  Interestingly enough, 5.7 million more are on disability now at 8.8 million 

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

 

 
 

The latest number (August) was 7.3%  

 

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.  Has indicated it will 

slow QE and rates are likely to start rising without an artificial push down. 

 

 
 

Low rates are good for the market… 

 

Inflation < 2.5% in 2013 

 

The FTTM money supply has gone from $2T in 2000 to $15T today with a 750% 

increase in money supply (black line, left scale).   The rate of money creation has slowed 

(blue, right) and this should stabilize.  It will be interesting to see what happens when the 

Fed stops printing money. 

 

 
 

Currently we are not experiencing 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 expected a low of 1150 midyear and a high 

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

Current level was 1,681.55 as the end of September.  We are more than 180 points (12%) 

over my high prediction so my prediction was very very wrong… I don’t expect it to fall 

much during the rest of the year. 

 

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

 

The average house is now up to $162,100.  The 30 year mortgage rate is at 4.08%.  I was 

surprised by the jump in prices and rates.  Real estate prices are still historically cheap 

and may never be much cheaper and rates may never be much lower.  Home 

“affordability” is currently high but losing ground with higher rates and prices.   

 

                          National average House Values 
 

 
             

                          National average Mortgage Rates 
 

 

 

Housing prices are increasing and interest rates but are low but rising… 
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>$0.95 Trillion Dollars budget deficit for FY 2013 

 

CBO latest estimates for 2013 that ends on Sept. 30, should fall to about $675 billion.  
I still think it needs to go lower (surplus) but it is no longer disastrous (only bad) and 
out of control.  I am turning this signal to neutral for the first time in 4 years…. 
 

The two big items are expenditures have fallen for the Bailout programs including the 

Troubled Asset Relief Program (TARP), Fannie Mae, Freddie Mac and the Federal 

Housing Administration.  Payments to Fannie Mae and Freddie Mac also came in $25 

billion under year ago levels, the CBO said, while spending by the Federal Housing 

Administration fell by $6 billion as the agency increased insurance premiums. Other 

spending reductions included a $28 billion drop in defense spending and a $17 billion 

decline in outlays for unemployment benefits. Then there has been a 15% increase in 

federal revenue that is also helping. These are all signs that despite headwinds the 

economy is recovering.  Ideally it would be zero but most economists think 3% of GDP is 

sustainable, that works out to about $500 Billion/year. 

 

I am ecstatic to be so very wrong on this one. 

 
Deficits are approaching more manageable levels but still ridiculously high. 
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Chapter 4 

The Technicals 
 

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           3/31/13         6/30/13 9/30/13 Link                           

SPY     +96%  -24%    +24%  http://www.barchart.com/opinions/etf/SPY  

QQQQ               +80%  -32%    +96%  http://www.barchart.com/opinions/etf/QQQ 

IWM                  +48%  +24%    +96%  http://www.barchart.com/opinions/etf/IWM  

  

International   

EFA                     +24%  -80%    +64%  http://www.barchart.com/opinions/etf/EFA 

EEM                     -48%  -56%    +16%   http://www.barchart.com/opinions/etf/EEM  

   

Bonds       3/31/13        6/30/13 9/30/13 Link                           

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

SHY                    +96%  -88%    +24%  http://www.barchart.com/opinions/etf/SHY  
   
Gold/Oil/Dollar Index/Euro/Yen 

GLD                     -40%  -96%     -56%  http://www.barchart.com/opinions/etf/GLD  

USO                     +72%  +24%     -32%  http://www.barchart.com/opinions/etf/USO  

UUP                     +88%  +48%     -96%  http://www.barchart.com/opinions/etf/UUP  

FXE                      -80%  -48%     +88%  http://www.barchart.com/opinions/etf/FXE  

FXY                      -16%  -56%     +40%  http://www.barchart.com/opinions/etf/FXY  

   

Volatility Index 

VIX index             -48%  +32%            +56%           http://www.barchart.com/opinions/stocks/$VIX  

 

More or less all indicators are optimistic (Bullish).  The only exceptions are the Small 

Gold (GLD), Oil (USO), and the US Dollar index (UUP).  This makes some sense since 

the market is factoring in a softer Fed at this time, so all things going up (dollar goes 

down).  The exception to this is Oil and Gold going down on reduced tensions in Syria. 

 

Also the “predictor” says Volatility is going to increase and that is generally a bad sign 

for the market.  I believe this has to do with the current government antics.

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.  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 low but trending up a bit as of late.  To be watched. 

 

Ted Spread… 

       TED Spread 

 
 

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

this index is unremarkable.  Below is the Spanish Ten Year, also unremarkable/positive. 

 

  Spanish 10 Year Yield 
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Chapter 5 

Macro Views 
 

US Economy 

 

The US economy seems to be the least troubling of the major economies.  It has 

stabilized and is potentially recovering despite higher taxes, poor political priorities, and 

sequestration.  Implementation of Obamacare next year may delay a full recovery.  I 

wouldn’t expect unemployment to be under 5% until 2016 without major policy shifts.  I 

am still concerned about taxes, sequestration, gridlock, Federal Reserve tapering, poor 

political direction/choices, and confusion about healthcare will create a moderate drag on 

the economy for the next 18 months. Despite all this, things appear to be improving here. 

 

Europe 

 

On a valuation perspective, European stocks are cheap compared to the US (and riskier).  

Europe may be stabilizing and adapting to the new world order.  I am ready to dabble in 

Swiss banks and if we were to have a major pullback in Europe I would be willing to go 

bargain shopping in selected countries and industries. 

 

I believe Europe is not going to collapse and I plan to stick my toe in the water there. 

 

China 

 

It seems stable to improving for now but it is still dangerous.  If China’s economy goes 

down, it will take the rest of the world with it. 

 

The US Dollar and Bonds  

 

I did not (do not) own any US Government bonds because I think the rates are too low 

and believe they were going to stay there for the foreseeable future.  I still think they are 

low on a historical perspective but they are now a little more interesting, just not enough 

for me to invest in yet.  I am thinking that inflation could be benign over the next 18 

months and rate should stabilize.  Currently I like US dollar for Safety reasons or very 

short dated bonds. 

 

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 will I purchase any.   
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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 bought and now own a small amount of high 

yield corporate bonds this year (JNK) for its higher yield to put in my Roth IRA account 

creating a deferred tax free income for the future.  I plan to sell this due to rising rates. 

 

I own corporate Junk Bond ETF (JNK) but plan to sell it. 

 

Financial stocks 

 

I plan to buy a few European names because of the low P/E in this area.  I am pondering 

buying Barclay’s (BCS) and Deutsche Bank (DB).  I am also looking at European ETFs 

 

I am buying in Europe for the “cheapness” and likely recovery. 

 

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.   

 

I like oil for next few years but not as enthusiastically as I once did because of all the new 

oil coming to market.  I don’t think BP is the safest way to play oil but the high dividend 

(cheaper call options) and its low P/E intrigues me.  I also like China Petroleum (SNP) 

with its low P/E and high dividend but do not own any currently oil shares since believe 

in a stronger dollar. 

 

I am waiting for a major drop in the price of oil before I invest.  I would like to see US 

crude (WTI) below $90 and I would be in for a year or two.  Oil is not a long term 

investment anymore!! 

 

US Stocks 

 

A reduction in QE, stronger dollar, higher yield on bonds, and falling S&P earnings will 

likely hurt the US stock market later next year but I only plan to be “in” for 6 months. 

 

Emerging markets 

 

These markets are under pressure and will continue to do so with a stronger dollar.  

Eventually I will be looking at Emerging Markets ETF (EEM) again and will be looking 

for the courage to pull the trigger.  I plan to buy. 
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Technology 

 

Always an interesting place to invest due to volatility and potential high rewards, I am 

have another large position Apple again and did a Hail-Mary on Zynga when they sacked 

the old CEO.  I like Google for the long term, everything else I have is a trade. 

 

I am dabbling in Tech, I own too much Apple and some Zynga 

 

Cash and its proxies 

 

I am getting out of my cash position and buying anything and everything. 

 

Gold/Platinum 

 

Someday gold will bottom and at that time I am going to be playing the gold miners this 

year since they are cheap and probably getting cheaper.  I own Barrack Gold (ABX) and 

the Gold Miners ETF (GDX).  Currently this has been a very bad investment. 

 

Mining/raw materials 

 

I don’t believe the commodities story is over but you wouldn’t know it looking at the 

prices of this sector.  I own some Freeport-McMoRan (FCX) and I am up slightly on this 

position.  I feel that I should slowly be accumulating this very out of favor sector.  This 

sector will make me some money someday, today is just not that day. 

 

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.  Five years later and they may have finally succeeded along with help 

from a natural recovery.  I believe the last couple of years may have been the low for 

home affordability (how much house you get per dollar of mortgage) but values are still 

good and likely to be good for long time.  I always wanted to find a way to invest but I 

never did find a good way to get in although I toyed with buying a larger home in 

Colorado.  I think housing is a good purchase and own one house and looking to get a 

bigger one. 

 

Options 

 

Volatility seems to be relatively cheap but it could get cheaper.  I am playing with some 

shorter term income producing schemes these days. 

 

Stock market cycles 

 

I didn’t follow my own rules this year and got out of the market way too early when I 

should have “sold in May”.  Just because I didn’t stay in long enough alone isn’t a good 

enough reason to jump back in recklessly. I have missed out on a big gain and now have 

a pile of cash to invest with stock 15% higher.  It sucks not to be making money but at 

least I got to enjoy the summer.  I plan to get heavily invest here in the next few weeks. 
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Chapter 6 

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 in ’14, it’s expected earning in ’14 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 at 2.65% I find this a better place to invest. 

Stock Symbol Yield 
Est. '14 Return on 
Investment (E/P) 

'14 P/E 

Apple AAPL 2.50% 8.90% 11.24 

Barclay's BCS 1.40% 10.10% 9.90 

BP BP 5.10% 12.58% 7.95 

Deutsche Bank DB 0.0% 13.74% 7.28 

Freeport McMoran FCX 3.8% 9.40% 10.65 

Google GOOG 0.0% 5.80% 17.12 

Hospitality Properties Trust  HPT 6.70% 11.15% 8.97 

ING ING 0.0% 12.60% 7.94 

KKR Financial Holdings KFN 8.10% N/A N/A 

Kohlberg Kravis Roberts  KKR 8.00% 11.15% 8.97 

Rio Tinto RIO 3.50% 10.71% 9.34 

Royal Bank of Canada RY 4.10% 9.39% 10.65 

China Petroleum  SNP 3.3% 14.60% 6.85 

Transocean RIG 5.0% 11.90% 8.41 

     

Just because I missed the bottom doesn’t mean these stocks aren’t still good values.  I 

suspect that this list will be shorter in the coming months.  A lot of the 

Gold/mineral/commodities/oil stocks are on the list and I’m not so sure they should be 

included since these sectors have been going down a lot in the last few months.  The most 

intriguing to me are the European banks, China Petroleum, KKR Financial Holdings.  

The dividend in Apple makes it appealing again. 

 

I dropped Altria (MO), the Old Phillip Morris cigarette maker, off the list.  I own some 

but plan on selling it.  I have concerns with the new e-cigarettes coming on the market by 

new players that don’t have the legacy tobacco settlement legacy costs.  Expect this stock 

to drop as interest rates rise and they lose market share.  I like the high yield but it’s now 

too risky for a long term investment.  
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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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2013 Returns 

 

Name 

 
 Symbol 12/31/12 

Price 
6/30/13 
Price 

2013 
Gain % 
w/o Div 

2013 
Gain % 
w/ Div 

SPDR S&P Depository Receipts SPY $142.41 $168.01  17.98% 19.64% 

NASDAQ 100 Trust Shares QQQ $65.13 $77.88  19.58% 20.16% 

DIAMONDS Trust DIA $130.58 $151.00  15.64% 17.61% 

Vanguard Value VIPERs VTV $58.80 $69.79  18.69% 20.72% 

iShares Russell 2000 Index IWM $84.32 $106.61  26.44% 27.59% 

iShares MSCI “EAFA” EFA $56.86 $63.80  12.21% 14.23% 

iShares MSCI Emerging Markets EEM $44.35 $40.76  -8.09% -6.98% 

iShares Lehman 20+ Year Treasury  TLT $121.18 $106.40  -12.20% -10.48% 

iShares Lehman 7-10 Year Treasury IEF $107.49 $102.11  -5.01% -3.96% 

iShares Lehman Aggregate Bond AGG $111.08 $107.20  -3.49% -1.98% 

iShares GS $ InvesTop Corp LQD $120.99 $113.52  -6.17% -3.77% 

iShares Lehman 1-3 Year Treasury SHY $84.42 $84.47  0.06% 0.23% 

 

  

Results for the various “autopilot” portfolios 

 

 

Risk  

Adverse Balanced Growth Aggressive 

’13 Return 4.53% 7.59% 13.91% 15.59% 

’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 71.82% 79.34% 81.17% 77.40% 

 

Stocks seem to be the place to be with exception of the Emerging Markets ETF. The Risk 

Adverse and Balanced portfolios were hurt by the Bond part of the mix while the 

Balanced and Risk helped by US stock performance. 
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Chapter 8 

The Plan 

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

yesterday.  - Sheldon Natenberg 

 

I’ve been mostly in cash (US dollars) for the past 8 months.  I was thinking the market 

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

marched up despite many headwinds.  I have broken two of major market rules “sell in 

May” and “don’t fight the Fed”.  I will give myself credit; most markets (metals, 

commodities, bonds, emerging market stocks) did perform dismally, except the one 

market (US stocks) I primarily invest in. 

 

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

on the working), health care reform, and sequestration that if you listen to the popular 

press was supposed to decimate the economy.  It may take a few more months to see the 

effects of these headwinds, but I have reached the end of my patients.   I can’t let all this 

money sit idle as the market continues up. 

 

My plan is for “Risk On” Starting NOW. 

 

 To Do List 

 

Don’t fight the Fed – I have been guilty of this as of late and have paid the price. 

Research some healthcare stocks such as hospitals and drug companies. 

Sell my Altria (MO) I believe they are going to get killed in the next 5 years. 

Replace Altria (MO) with BP (BP) and its 5% dividend. 

Sell my High Dividend bond fund (JNK) and replace it with Google. 

Look at some smaller companies to find some high Beta opportunities. 

Wait for an oil pullback, and then buy some oil stocks. 

Invest a quarter of my excess cash each week for the next 4 weeks starting today! 

Buy RIG options spreads 

Buy more KKR and KFN 

Buy IWM small cap ETF. 

Stop buying more Apple (AAPL) I already have too much. 

Buy Barclay’s (BCS) and Deutsche Bank (DB) for a longer term investment. 

Buy the Emerging Market ETF (EEM) 

Do not buy more Gold or gold miners stocks/ETFs.  I have too much and losing money. 
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Chapter 9 

Final Thoughts 
 

I suspect 2014 will be much more challenging than in previous years.  In my view, the 

Emerging economies were a bit shaky but a Europe seems to be inching along, China has 

slowed and may have serious issues, and I feel the US may be overvalued compared to 

the rest of the world.  The US markets seem to be the standouts so far this year, time to 

go overseas. 

 

The biggest tailwind has been billions of people get up every day and create new ideas, 

innovations, and products to add to the world bounty.  The world produces 10% more 

goods and services than it did during the pre-crisis “peak” and that continues to grow 

each year and most likely to continue for the next 2 decades or so. 

 

The Good 

 

 Interest rates are historically low but may be rising slightly 

 World GDP is projected to be positive in 2014 

 New innovations and efficiencies are creating new real wealth 

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

 Housing crisis is not over; but may be recovering, longer term supply will be low 

 US budget deficit/national debt are still excessive but shrinking  

 

The Bad 

 

 People are dropping out of the US labor force 

 World “Easy Money” policies 

 Obamacare implementation may be a drag on US economy in 2014 

 Slower growth in China and potential debt bubble 

 China slowdown, India, Etc… 

 

The Ugly 

 

 The US Social Security time bomb is still ticking, but that is 20 years away 

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

 

We may have been seeing the beginning of the end of this crisis.  Europe is weak but 

more or less stable.  The US housing marketing seems to be recovering and our budget 

deficits are dropping like a rock.  The Federal Reserve seems to think it may be time to 

normalize monetary policy.  If only China can keep its act tougher we could be out of this 

thing in a couple of years. 

 

I will be investing again this quarter and kicking myself for missing a big run up.  Next 

year could turn out to be a very hard year to make money investing or very easy…  

 

This is the conclusion of my report; I hope to get the next report out on Jan 6th, 2014 and 

I try to entertain you with my new thoughts and reflections from who know where… 

 

I apologize for the short 20 pages of wisdom this time around; I’ll try to get it back up to 

30 pages for the year end edition. 

  

Regards, 

 

Mark Rush 

http://traderwasteland.wordpress.com/ 

http://traderwasteland.wordpress.com/

