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When It Blows How Low Does It Go?

This past Saturday | joined as a panelist with Harry Dent and
market technician JC Parets to discuss profit opportunities in
today’s markets. | presented two stocks which | think have 20X
upside with limited downside risk, regardless of where the market
goes from here. In presenting live with Harry, | am seven for seven
in generating both profitable long and short ideas. If you're a
subscriber to the full newsletter, you can get this information for
free and attend a replay of the webinar. If you receive just the
Risk-O-Meter, you can attend for a nominal fee.

JC Parets did the best presentation of crypto markets | have seen to date. Like me, he
views cryptos as just another asset class. Cryptos are an important asset class but they
or no different to trade than stocks, commodities, or fixed income markets. Through that
lens, he really offered some great insight on how to trade cryptos.

| also like listening to Harry. | do not always agree with everything he says, but | thought
his charts in this presentation were very compelling. It was the best presentation of big
picture trends and cycles that | have seen in a long time.

One thing | do agree with is when the big smash comes, this sucker could go down in a
big way. It's going to be epic.

| don’t think we are there yet. The Risk-O-Meter is still on a buy. The core strategy |
discuss in my book Unbounded Wealth is still as long the market as possible. The
modified versions of that strategy that | have shared with you in this newsletter are still
long. Other strategies | trade with my own money that make big bets on trends in the
market are massively long.

That said, eventually the trend will end. | think tops are harder to see coming than
bottoms. In a bottom it’s obvious when everyone has sold. Fear is a more powerful
emotion than greed, in my opinion.
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That said, even though trends are favorable and the Risk-O-Meter is on a buy, it is
worth thinking about what to do when sell signals and alarm bells go off!

The vast majority of investors have no strategy. | discussed in my book Unbounded
Wealth the sad but true facts at just how terrible people are at investing and the horrible
returns they achieve over time. It boils down to not having a strategy and sticking with it.

That one simple fact will get you into the 1% over time if you do the opposite of what
everyone else does.

So, let’s strategize.

I’m sure you follow multiple people in the finance space. Differing opinions would be
expected. | suspect there’s plenty of people who have been on an outright sell for a
while. They have been dead wrong of course. We do know that eventually it will be time
to sell. You won’t know for sure until after the fact when you survey the damage.

So, it pays to have a strategy to act on sell signals. To that end, I'll discuss sell signals
for the Risk-O-Meter.

The Risk-O-Meter is either in or out of the market. Since 1999, there have been 79 buy
signals and 79 buy signals.

The typical buy signal is four times longer than a sell signal. This makes sense as
markets tend to fall faster than they rise. When investors want out, they want out.
Therefore, while the average buy signal lasts 84 market days, the average sell signal is
just 21 market days.

The average buy signal generates a 10.27% return while the average sell signal
generates a -0.21% return. Just because the Risk-O-Meter goes on sell, doesn’t mean
it's going to be a huge butt kicking. On average, only a slight loss occurs. However, you
would only know if the market got crushed after the fact.

Ignoring a sell signal would be foolish because the Risk-O-Meter’s max draw down is
only 25.16% compared with 46.89% with the market. That’s the key statistic. It's called
the Risk-O-Meter for a reason. The focus is on risk. Return will come with a consistent
strategy.

Most people bail because they cannot handle the losses. This has been proven over
and over again in real time. The lowest allocation investors ever had to stocks was in
March, 2009. That was right after a big loss and the exact low before a huge multi-year
historic rally.

A 46.89% loss is painful. It's much more painful than a 25.16% loss. If you lose 46.89%
on your money, you need to earn over 88% to get even. If you lose 25.16% on your
money, you need to earn 33.61% to get even.

That’s a big difference. It could take years to recover from the first scenario.
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So, here’s some things you can do:

First, you could just ignore the signal. You may simply use this as a guide. Maybe you
only care about what | talk about each week. Maybe you could care less. I’'m ignored a
lot. It doesn’t bother me one bit.

Second, when the meter is in the green and yellow zone, allocate to stocks with fresh
capital but hold off in the orange zone, and either sell or hold off in the red zone.

This is how | use the Risk-O-Meter. | have investments in ETFs that | talk about in my
book, and those strategies don’t use the Risk-O-Meter. | also have capital that comes in
though income that | want to invest and | do my best to allocate that capital when the
risk is lowest. | use the Risk-O-Meter.

| also wait for a buy signal after a sell signal to get aggressive. | especially wait for a buy
signal after a sell signal that resulted in a big loss in the market. The COVID smash is a
perfect example. The market was so oversold that once the buy signal was back on, it
was almost impossible to lose money. At that point, | was trying to buy as much stock
as fast as possible.

Lastly, if you take a sell signal and you’re a subscriber to the full newsletter, you might
consider selling the positions in Mega-Tech Trends and using options to hedge the
positions in Micro-cap Millions.

The stocks in Mega-Tech Trends are big enough and liquid enough to get out quickly
without too much damage.

That’s not true for Micro-Cap Millions. If you just sell those stocks quickly, you’ll get poor
prices. Fools rush in where angels fear to trend. Instead, you could buy puts a few
months out and 15-20% below the market. You'll also likely be able to hedge cheaply if
the market is in greed mode. Since the average sell signal is about a month and the
average return is flat, then if there’s a huge decline, it’s likely to happen quickly. We also
don’t know if a huge decline occurred until after the fact. So, there’s no reason to buy
puts a year out, for example.

As | noted earlier, when this market does blow, | think the downside is substantial. This
will also set up a massive buying opportunity at some point.

I'll discuss my plans for that next week.
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Happy trading!

John
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Micro-Cap Millions

Yet again, there are no new trades in the strategy again this week. Here is the
performance chart and current portfolio below.

Micro-Cap Millions vs. Benchmark

Micro-Cap Millions Microcap Benchmark

Current portfolio:

BBSI Barrett Business Services, Inc.

EVC Entravision Communications Corp.

HSII  Heidrick and Struggles International, Inc.
IHC Independence Holding Company
MNDCMIND CTI Ltd.

NAIl Natural Alternatives International, Inc.
PCOM Points International Ltd.

PMD Psychemedics Corp.

SGA Saga Communications

TSQ Town Square Media
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Mega-Tech Trends

There is one new trade in the strategy again this week. Here is the performance chart
with the trade below.

Mega-Tech Trends vs. Benchmark
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2021-05-12
2021-05-17
2021-05-22
2021-05-27
2021-06-01
2021-06-06
2021-06-11
2021-06-16
2021-06-21
2021-06-26
2021-07-01
2021-07-06
2021-07-11
2021-07-16
2021-07-21
2021-07-26
2021-07-31
2021-08-05
2021-08-10
2021-08-15
2021-08-20
2021-08-25
2021-08-30
2021-09-04
2021-09-09
2021-09-14
2021-09-19
2021-09-24
2021-09-29
2021-10-04
2021-10-09
2021-10-14

Mega-Tech Trends Benchmark of 1,500 Stocks

Buy Donnelley Financial Solutions, Inc. (NYSE: DFIN)

Sell Encompass Health Corp. (NYSE: EHC)

Here is the current portfolio:

ABC AmerisourceBergen Corp.

ACLS Axcelis Technologies, Inc.

APH Amphenol Corp.

BAX Baxter International, Inc.

BDC Belden, Inc.

CNXC Concentrix Corp.

DFIN Donnolley Financial Solutions, Inc.
FORR Forrester Research, Inc.

JBL Jabil, Inc.

PLAB Photronics, Inc.
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DISCLAIMER:

THIS COMMUNICATION IS FOR EDUCATIONAL AND INFORMATION PURPOSES
AND DOES NOT CONSTITUTE INVESTMENT ADVICE. Any Publishing Service
offered by HSD Publishing is for educational and informational purposes only and
should NOT be construed as a securities-related offer of solicitation or be relied
upon as personalized investment advice. HSD Publishing strongly recommends that
you consult a licensed or registered professional before making any investment
decision.

THE RESULTS PRESENTED ARE NOT TYPICAL OR VERIFIED. HSD Publishing has
not verified information regarding the historical trading performance presented.
Subscribers’ trading results have NOT been tracked or verified, past performance is
not necessarily indicative of future results, and the results presented in this
communication are NOT TYPICAL. Actual results will vary widely given a variety of
factors, such as experience, skill, risk mitigation practices, market dynamics, and the
amount of capital deployed. Investing in securities is speculative and carries a high
degree of risk; you may lose some, all, or possibly more than your original investment.
HS DENT IS NOT AN INVESTMENT ADVISOR NOR A REGISTERED BROKER.
Neither HSD Publishing nor any of its owners or employees is registered as a securities
broker-dealer, broker, investment advisor (IA), or IA representative with the U.S.
Securities and Exchange Commission, any state securities or regulatory authority, or
any self-regulatory organization.

WE MAY HOLD THE SECURITIES DISCUSSED. HSD Publishing has not been paid
directly or indirectly by the issuer of any security mentioned in the Services. However,
HS Dent, its owners, and its employees may purchase, sell, or hold long or short
positions in securities of the companies mentioned in this and future communications.
John Del Vecchio is not an employee or partner of HSD Publishing. HSD Publishing is
acting solely as the marketing arm for John Del Vecchio and Unbounded Wealth: Max
Profits.

© 2021 HSD PUBLISHING. ALL RIGHTS RESERVED. 15016 Mountain Creek Trail
Frisco, TX 77573.




