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Déja Vu All Over Again

One of my favorite quotes comes from New York Yankees legend
and Hall of Fame catcher Yogi Berra. When commenting about
Mickey Mantle and Roger Maris smashing back-to-back home runs
in the historic 1961 season, Berra said, "It's déja vu all over again."

Yogi could also have been talking about the market.

You see, we just felt a hard punch in the nose. As | highlighted in
this space, the market was deeply oversold, and investor
sentiment had reached its lowest point in years—the worst since the COVID-19
pandemic.

That set up an excellent opportunity to buy stocks. The risk/reward ratio favored buying
in the face of all of the negativity.

Then, the rebound happened. Stocks soared.

However, we are right back where we started, and it's not a good spot for long-term
stock returns.

Here’s a chart of the risk premium versus U.S. government securities on the S&P 500.
Notice that we've just experienced a significant decline. Yet, the line only budged a little.

We are not only back to where we started, but we are also back to the premiums we
saw in 2002, and they are lower than in 2008.
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We know how bad it got.

Markets change, but human nature does not.

It's déja vu all over again!

In this most recent market meltdown, | learned a couple of things.

The U.S. Dollar did not act like the haven it usually does. This is troublesome! It's like
when your old trusty putter is no longer a dead certainty from five feet away, and you
develop the yips. Confidence is lost and your game goes to crap.

Second, interest rates moved in the wrong direction. As a result, bonds did not provide
the cushion they typically do in a market meltdown. The bond market is pointing to
some significant issues and is taking a life of its own.

| also strengthened my conviction in a couple of other things.

You have to have a strategy. You have to follow your plan. Make adjustments if
conditions warrant it. But conviction is a must!

Finally, there's no substitute for buying when you can see the whites of their eyes. That
strategy proves successful time and again. I'm thinking about how to implement that
beyond my account and into my weekly newsletters.

Even if there's a wild ride ahead, it doesn't mean we cannot profit from it.

That said, now is the time to be laser-focused and not complacent!
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