
THROUGH MY ARTICLES WITH THE

MoneyLetter, I have long recom-
mended that readers consider using
a trading strategy utilizing various
methodologies for technical analy-
sis. As I have often noted to readers:
Everyone is a hero in a bull market.
It’s the bear markets that separate
the competent investors (and money
managers) from the wanna-be’s.

It is in the current sideways mar-
ket that you must be proactive and
willing to trade. Buying and hold-
ing doesn’t work in a choppy mar-
ket. Sideways markets, as we have
been stuck in since the beginning of
the year, usually involve sector rota-

tion. Stocks and sectors that were
hot become unfavorable, and vice
versa. You must learn to move
between these sectors in a logical
and prof itable manner, or hire
someone who knows how to do it
for you. Buy and hold managers are
not going to help you at this time.

Attractive Trades
By the way–I am always willing

to share my strengths and weak-
nesses with investors- and I must
say that my strength has always
been in trading through a choppy
market period - as we are experi-
encing now. My weakness lies in
years with below-average volatili-
ty like 2017, where a systematic
approach adds no value. In those
types of years, stocks go up with
no pause or consideration of valu-
ation. Other parabolic years for the
market were in 1999 and 2007.

Fortunately, that type of market
(i.e. 2017’s parabolic move) is
rare. Most years, markets either

climb a choppy wall of worry via
an uptrend, or consolidate in some
type of yo-yo pattern, or decline
in a choppy downtrend. These are
all scenarios where a trading phi-
losophy like my own will give you
an edge over buy and hold.

A choppy market is created, as
investors are concentrated on cer-
tain sectors, then leave those sec-
tors to rotate into new sectors
quickly. For example, the f irst
crack in the FANG stocks showed
up in the July quarterly report from
NFLX. The stock went down about
10% overnight. This was followed
by a subsequent crack in Face-
book’s July quarterly report leading
into a similar double-digit decline
for that stock. Keep an eye on the
entire FANG group, and the NAS-
DAQ in general from this point for-
ward. This could be the warning
shot across the bow for investors. I
believe that the party may be slow-
ing for the FANG’s, and a new rota-
tion of the guard may be beginning.

To find the new rotational can-
didates, you need to watch the
underdogs, wait for them to break
out and then POUNCE!   Below
are a few candidates that you can
add to your watch list as potential-
ly attractive upcoming trades.

Canadian banks: The banks are
out of favor right now due to the
declining prospects of the Canadian
economy, and our prospects of
coming out well in the trade deals.
But remember, its best to buy when
the blood is running on the streets,
as Barron Rothschild once said.
Seasonally it’s usually best to buy
banks in the early part of October.
I’m watching the BMO Cdn Bank
ETF (ZEB-T) and individual banks
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