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A
actionable array, 184–186

day trading, 216
after-market hours analysis,

172–173
aggressive investment decisions,

16–17, 23
timing of, 37

Alerts Viewers, 168
asset allocation

versus balance, 63
definition of, 64
and money managers, 70–71

asset classes, 64
demand exhausted, 141

asset recovery, actual and
presumed, 109

automated strategies, 168
Day Trading Alerts Viewer,

186
trading, 271–278, 283

B
bailout packages, 83, 98, 280
balance, 91

versus asset allocation, 63, 65
redefining, 75–80

balance sheet, personal, 145–152
behavior, observations of, 16
Boot Camp, 125, 127
bottom-up approach, 17
boundaries (of charts), 181–182

brackish investing, 45–48, 49–50,
66, 69, 94–96, 105, 106, 107,
108, 114, 136

and brokerage firms, 236
and contemporary Darwinism,

87–88
and 401k plans, 147
and 10-year no-growth

environment, 109
broker, decision to hire, 60–61
brokerage firms

attitude toward cash, 51–52
brackish investing, 44, 236
and capitalistic economy, 49
conflict of interest with retail

clients, 71–72
delegation practices, 70
failure to disclose risks, 101–102
and the individual investor,

41–45, 48, 150
priorities of, 41–42
and revenue streams, 42, 43, 45,

70
broker-client relationship, 56–61,

70
and diversification, 65–67
historically, 58–59

bucket shops, 84–85, 135–136
buy and hold strategies, ix, 30, 31

adaptation to market conditions,
106

as conditioned habit, 94
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buy and hold strategies
(Continued )

and major losses, 48
and 2008 meltdown, 33, 106–107
and problems in down periods,

35–36, 44, 47, 48
and up markets, 35

buy signals, 185, 216

C
capitalism and risk, 99
cash

as asset class, 64
as component of wealth

preservation, 51–53, 128
disincentive of money managers,

71
as part of the proactive model,

92, 122, 175, 190
reverting to, 130

CDs, 51
charts. See also technical analysis

daily market analysis, 176–178,
182, 183, 184

sample, long-term, 200, 201
sample, midterm, 197, 198, 199
sample, near-term, 195, 196
traditional line method, 193

cheap money, 139–140, 141
circular mistakes, 85–86, 91, 92
Citigroup, 97–98, 99, 100, 101

Corporate Special Opportunities
Fund (C.S.O.) debacle, 97–98

comfort zone, 7, 33, 92, 124, 171,
236

achievement of, 285
path to, 50–53, 57

Commodities Futures
Modernization Act of 2000,
84–85, 86

comparative performance, 69
confirmation level (Fibonacci

calculations), 227

conflict of interest, 51
conversion to cash, 71–72

conservative stocks, 73
cash as better option, 70–71
misguided retreat to, in 2008,

67–69
consumer debt, 40–41
contemporary Darwinism, 81–89,

91, 93, 101, 104, 106, 108, 117,
118–119, 122

contrarian indicators, 224
corporate debt, 40–41
corporate errors, 85–86
correlation, 26–28

Investment rate and timing tools,
31

crash of 1987, 35
credit crisis of 2008, 33, 44, 81, 82,

88, 89, 163
long-term impact, 122
and rebuilding, 121
role of Hank Paulsen, 98–100

cultural normality, 19
cycles, 3–4, 16, 26–29, 33, 35

prediction of, 36–37

D
daily market analysis, 153, 156,

171–173
nine charts, 176–178
and slow pace of gains, 175

data points, 189
adjustment for close proximity,

201
chart samples, 195, 198, 200
and strategy, 194–200
use of, to make trading plans,

179–184
data sources, 20

double checking, 174
day trading array, 216
Day Trading model, 155
Day Trading Strategy, 236, 249–256
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debt assumption, 279, 280–281
government, 40–41, 141
TARP funds, 98–100

declining markets, 136
two choices, 108

demand, as root of problem in
2008, 141

demand cycles, 3–4, 7, 8, 24, 25,
26, 113

demand ratios, 35, 44, 48, 131
declining, 142, 280–281
deterioration of, during down

cycle, 46
measuring immediate,

138–140
demographic analysis, 7, 24
demographic cycles, 3, 7, 16
direction, determining, 194.

See also market direction
discipline, 92, 94, 102, 153

and analyses, 172, 174
and automated trading, 271
importance of, 53, 76–77, 89
and independence, 105
and modification to the system,

123–124
of technical analysis, 194

diversification
asset allocation versus balance,

63
and big brokers, 65–66
and risk, 73

Dow Analysis, 176–177, 178
and long-term models, 180

down markets, 51, 104
positive returns in, 47, 92, 94,

106–107, 282–283
trends, 64–65

down periods, 27–28, 29, 30, 44,
45

and “brackish investors,” 46
buying at the beginning of, 35
third major U.S., 45, 47–48

E
economic cycles and market

trends, 3–4, 16, 29, 93
circulatory process, 85
predicting, 36–39

economic indicators, and the
Investment Rate, 24–25

economic policy, circulatory,
85

economics, as study of people, 2,
22, 76

economy
and correlation with Investment

Rate, 25
modern, and natural selection,

82–85
trends, 7
as a whole and the individual,

88
education, as investment variable,

22
emotional bias, 6, 53, 128
emotional freedom, 75–76, 186,

188
and mechanical adherence to

strategies, 173, 174
emotional tie, 134–135, 147

breaking the, 72–73
and broker-client relationship,

56–61, 70
emotions

and conditioning, 187, 233
control of, 56–61, 64, 102, 103,

118, 122, 145, 155
interpretation of the market,

157
and the market, 14–15, 66–67,

104
entry range, 222
equity exposure. See risk
ETFs, market-based, 44, 66, 75,

133
extremes, adjustments for, 218
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F
fear, as a factor for investors, 6–7,

92
Featured Stock of the Day, 155,

236, 237–240
Federal Open Market Committee

(FOMC)
and interest rates, 12–14

Federal Reserve
Fed Funds Rate, 14
and interest rates, 12

fees, lower, 44
Fibonacci calculator, 213, 226–231

example, 228–230
Fibonacci oscillation cycles, 140
flexibility, 44
fundamental analysis versus

technical analysis, 191–192

G
Game Plan, 171–190
General Motors, 82–83, 101
Golden Sequence (Fibonacci), 226
Goldman Sachs, 59–60, 99, 100

Hank Paulsen, 99
government bonds, 33
government debt, 40–41, 47
government policy, 29, 68, 81–84,

141, 279–281
GDP versus debt, 41
and the Investment Rate, 33, 37
lax restrictions, 40
and predatory practices, 135–136
and TARP funds, 98
tax revenues as disincentive to

change, 114
Great Depression, 27, 28, 31, 35,

38, 45, 141, 279
bucket shops, 84
recovery from, 110
risk of another, 47

Greater Depression, 279–283
greed cycles, 99, 114, 130

H
hazards, identification of potential,

54–56, 62, 146–149
hedge funds, 59, 88–89, 92, 98,

101, 102, 162
underperformance of, 96

hidden orders, 222
history of Investment Rate, 24–25,

26–28, 72
horizontal analysis, 176, 178
housing, 18, 20, 21

bets on the market, 84
human nature, 18–19, 21–22

I
income stream, for brokers, 42, 43,

45, 48, 49, 70, 72, 135
independence, 103, 105–119, 116,

118, 134, 236
as conditioned routine, 156

independent advisors, 59
index funds, 44
individual investors

adaptability of, 113
example, real life, 287–291
and personal journals, 187–189

information flow, 57–59
inherited wealth, 147
in-house investment vehicles, 59,

60
initial public offerings (IPOs),

59–60
interest rates

as example of noise, 12–14
versus the market, 13

Internet, as tool, 171
Internet bubble, 5–6, 7, 41, 44, 72,

85, 108
intraday analyses

avoiding, 172–173, 190
and technical analysis, 185

intraday market cycle chart, 161
investing, reasons for, 16, 18
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investment banking business,
59–60

and brokerage houses, 41–42
Investment patterns, 17
Investment Rate, 1, 3–9, 16, 19, 71,

104, 109–110, 126, 131, 133,
279

as basis for decision making, 8,
72

and current down period, 45,
108

declining periods, 64, 73
and demand cycles, 113
derivation of, 24
effect of, on our investments, 9,

93
and fundamental analysis,

192–193
graph, 4
historically, 25, 26–28, 72
ignore the noise, 165
and the KEE AGE, 24
long-term, 30, 38
and long-term impact of credit

crisis, 122
predefinition of major down

cycles, 33, 143
and predicting the future, 34, 36,

37–38, 72
stemming from Technical

Analysis, 168
and timing tools, 31
understanding and acceptance

of, 11
and upward sloping trends, 44

Investment Rate model, x, 15
demand for, 113
systematic and aggressive, 16–17

investment strategy and balance, 76

J
journal, personal, as 5th tool,

187–189, 190

K
KEE AGE, 22–23

as determinant of Investment
Rate, 24

KISS theory, 15, 20, 78, 148–149,
166, 167, 172

401k plans, 147

L
life stages and financial

commitments, 17–18, 19, 24
lifestyle choices, 75–79, 92, 94, 104,

115, 236
Lipper Analytics, 65, 69
liquidation

fear of, 98
forced, 70–71

liquidity, 26, 27, 28, 39, 280
Lock and Walk Strategy, 155, 236,

262–269, 277
longer-term cycles, 93, 95, 111,

133–134, 154
longer-term investment objectives,

126
as “hook,” 57

long-term analysis, 176, 178
growth and asset allocation, 64
process, 181
sample chart, 184, 200, 201
trends as foundation for, 12

long-term trading array, 216

M
managed accounts, 42–43, 44
market

evaluation of, 162–163
signals, 166–167

market-based ETF, 44, 66
market conditions

importance of adjustments for,
103

and performance, 108
volatile, 70
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1987 market crash, 44, 108
market direction, 6, 7, 97, 158

correlation with the Investment
Rate, 24

determining, 194
and interest rates, 13

market trends and economic
cycles, 3–4, 6–7

2008 meltdown, 33, 81, 86, 95, 97,
98, 106–107, 163

brokerage firm policies, 44
recovery time, 108–109

methodology, 20–21
midterm analysis, 176, 178

NASDAQ sample chart, 197
process, 181
sample chart, 183

mistakes, 82–86, 98–101
and the personal balance sheet,

152
money managers

comparative performance ratios,
69

investor decision to hire, 60–61
and the 2008 meltdown,

106–107
restrictions on, 70
role of, in brokerage firms, 42, 43

money market accounts, 51
Morgan Stanley, 59–60
mortgage-backed derivatives, 99,

101
mortgages

as investment variable, 22
low rates and unregulated

standards, 140
payments, 21

mutual funds, 44, 135, 162
and the individual investor,

44–45
Lipper Analytics, 65
objectives, 71
in volatile market conditions, 70

N
NASDAQ, 212

comparison with other indexes,
181

focus of, 180
uniqueness of, 184

NASDAQ Analysis, 176–177, 178
as arbitrary starting point, 180

natural selection in modern
economies, 82–85

near-term analysis, 176–178, 181
NASDAQ sample chart with data

points, 195
sample chart, 182

negative returns, touted as positive,
69, 73

new investment/new money
effect on individual investors, 9
as predictor of economic trends,

7, 8
rate of, 24

news events
ability to ignore, 189
reacting after the fact, 163–164
reacting in advance of, 162

no growth, periods of, 106
noise, 14–15, 18

and choice of asset class, 64
daily news, 156, 164
eliminating, 124, 126–127, 189
interest rates as example, 12–14
learning to discount, 236

O
obligations, lessening of, 17–18
observation, 16, 19
opportunity, 94, 104, 106, 132–136

loss of, with brackish investing,
110

missed, 91
and proactive strategies, 92
versus risk, 115
and risk aversion, 162
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and rule-based trading strategies,
233, 234

in up and down cycles, 279
oscillation cycles, 191–212, 280

identification of, 194

P
paper trading, to learn process, 235
parity, return to, 137–144, 280
passivity of investors, 38, 39, 41.

See also brackish investing
Paulsen, Hank, 98–100
pension-driven retirement plan, 19
performance, 105

independent of market
conditions, 108

of proactive model, 109, 110
Personal Balance Sheet, 145–152,

188
daily reference, 175
definition of, 148
sample, 150

personal financial advisors, 50
personal hazards, identification of,

146–149
personal journal, 187–189, 190
planning in advance, 155–158
portfolio balance, definition of,

64–65
positive returns in down markets,

47
preservation of wealth, x
private equity, 139–140
private money managers, 59
proactive aversion, 91–104
proactive models, 155

outperformance of, 109, 110
proactive strategies, 47, 48, 53, 62,

75, 87, 89, 100, 103, 104,
111–113, 128, 167–168

ability to succeed in all market
environments, 92, 94, 282–283

difficulty with shifting to, 131

eliminating the noise, 126
and emotional ties, 73
example of individual investor,

287–291
first steps to adopting, 117
integration of, 273–274
in periods of decline, 106–107
and personal financial advisors,

50
transition process, 96

proactive trading, 47, 116
stock reports, 214–219

proactive trading strategies, 124,
234

Day Trading Strategy, 155, 236,
249–256

Featured Stock of the Day, 155,
236, 237–240

Lock and Walk Strategy, 155,
236, 262–269

as logical alternative in 2008,
102, 110

Stock of the Week, 155, 236,
240–244

Strategic Plan, 155, 236, 244–249
Swing Trading Strategy, 155, 236,

256–262
profit stops, 222

R
Random Walk Theory, 11, 37
recovery

full, 108–109
time, 45, 47, 48, 95, 106, 110

redemption, effect of, on allocation
of funds, 70–71

reflexivity, 39, 76, 91, 119, 179,
188

and contemporary Darwinism,
88

regulation, repeal of, 84, 99
relative strength, identification of,

223–224
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resistance levels, 185, 186, 192,
193, 194, 196

and buy signals, 216
Fibonacci calculations, 227
and short signals, 216

responsibility, personal, 51–52, 61,
71–73, 89, 136

retirement
as investment variable, 22
life stage, 17
planning for, 18, 19, 21–22, 133,

147
return to parity, 137–144
risk

corporate, 85–86
and greed cycles, 99
and hedge funds, 96–97
investor control of, as

imperative, 48, 71–73
legislation permitting bucket

shops, 84
management of, 31, 37, 39, 43,

89, 283
risk assessment, 101–102
risk-averse investment strategies,

47–48, 64
risk aversion, 162
risk control, ix, xiv, 92, 94, 104,

112, 114, 117–118, 121–122,
129–130, 143, 169, 218, 222,
279, 285

change in perceptions, 101
and contemporary Darwinism,

87
and embracing independence,

105
and government policy, 68
integral to all strategies, 56
investor responsibility for, 48,

71–73
mechanical adherence to, 173
versus opportunity, 115
predetermination of, as strategy,

235

and proactive strategies, 96, 97,
155

and rule-based trading strategies,
233

rule-based strategies, xi, 233–269,
278

Rule Based Trading, 155

S
second homes, as investments, 19
sentiment table, 213, 223–226, 231

and identification of relative
strength, 224

short signals, 185, 217
simplicity, 15, 89, 127, 145

of technical analysis, 195
smart money, 162

the market and technical trends,
168

societal norms, 19
Soros, George, 38–39, 43, 50, 61,

88, 91
S&P Analysis, 176–177, 178
S&P 500 focus of, 180
Stagflation, 27, 28, 31, 38, 45, 279

problem with buy and hold
strategies, 36

recovery from, 110
stock broker, outdating of, 42
stock filters, 213, 219–223, 231

four quadrants, 220–222
Stock of the Week, 155, 236,

240–244
stock reports, 213–219, 231
Stock Traders Daily, 103, 105,

154–155, 214, 215, 217, 220,
221, 223, 225, 228, 229, 230

Stock Traders Daily website, 5
stop loss strategies, 218, 222
Strategic Plan, 155, 236, 244–249
strategies. See also proactive

strategies
Investment Rate as basis for, 8
rule-based, xi
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summary technical analysis,
202–212

Superbubble, 39, 50
supply and demand ratios, 26
supply-side theory, discounting of,

26
support levels, 193, 194, 198

Fibonacci calculations, 227
swaps, unregulated, 84, 99
Swing Trading analysis, 155, 217

array, 216
sample, 160

Swing Trading Strategy, 155, 236,
256–262

systematic and aggressive
investment, 16–17, 23

T
target prices, 222
Technical Analysis, 167, 168, 169
technical analysis. See also tools

characteristics, 185
versus fundamental analysis,

191–192
necessity of, 190
sample summary report,

202–212
and trading strategies, 193–194

tests of support or resistance, 218
timing

of analyses, 172
of decisions, 52
of investments, 17–18, 23, 104,

226
techniques, 52–53
tools, 31
of trades, 268

Trend Tracker, 275
tools, 171–172

Fibonacci calculator, 213,
226–231

positive results, integral to,
236–237, 241, 245, 250, 257,
264

sentiment table, 213, 223–226,
231

stock filters, 213, 219–223, 231
stock reports, 213–219, 231

trade plan summary, 223
trading, automated, 271–278
trading arrays, 216
trading strategies, 217

choosing among, 218–219
and data points, 179–184
defined by technical analysis,

193–194
features of, 222
proactive, xiii–xiv, 5–6
rule-based, 233–269

Treasury bonds, 51, 87, 101, 102
circular trap, 142–143

trend lines, sample charts, 199, 201
trends, importance of knowing, xi,

7, 8
Trend Tracker, 271–273, 275–278

and time constraints, 275
Troubled Asset Relief Program

(TARP), 98

U
unit investment trusts, 59
up periods, 26–27, 28, 29–30, 35,

44, 104

V
vertical analysis, 176, 178

W
warning signals, respect for, 37–38
wealth preservation, x, 6, 47–48,

51–52, 89, 103, 110, 111, 119,
128, 154, 234–235, 279

asset allocation, 64
and brackish investment styles,

235
and brokerage firm revenue

streams, 42, 43, 45
problem with buy and hold

strategies, 36
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