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“As in Rome there is, apart from the Romans, 
a population of statues, so apart from this real 
world there is a world of illusion, almost more 
potent, in which most men live”.
Goethe, Maxims and Reflections.

The inaugural report seeks to penetrate the 
illusion of the market. The report will use, and 
consider, a number of metrics: upon these 
metrics, is the weekly recommendation provided.

Index Metrics - Technical:
[i]  Oscillator - [Hold]
[ii]  Regression analysis 
  - Approaching resistance: [Hold]
[iii]  Momentum - 3.41 [Hold]
[iv]  Propriety - [Hold]
[v]  Paired securities - [Hold]
[vi]  5 day trend - higher
[vii]  3 month trend - higher
[viii]  2 year trend - higher

Analysis:
The technicals of the market remain bullish. All 
timeframes are trending higher. Relative values 
are also convergent. The market is therefore a 
‘hold’.

Index Metrics - Fundamental:
[i]   Earnings/Inflation/Interest calculation -   
  Fair Value = 1116.85 
[ii]  Current Price of S&amp;P500 - 1265.33 
[ii]  D/B - 0.45% - [Sell]
[iii]  E/B - 1.57% - [Hold]

Analysis: 
The overall direction of inflation is still currently 
muted through the de-leveraging of the 
consumer. The CPI data is definitely increasing, 
however it is the ‘rate’ of increase that is 
more important. While the ‘rate’ is subdued, 
the pressure to raise interest rates will be 
constrained, allowing Bernanke to continue 
inflating the money supply under various guises.

All the ‘technical’ metrics are in ‘hold’ mode. 
There was a buying opportunity earlier where 

the technicals reversed, and went long, that 
was essentially the September ‘bottom’. Since 
that time the overall message has been ‘hold’ 
while many of the metrics have been weakening. 
At some point, soon, there may well be a ‘sell’ 
signal. This will not necessarily be a ‘sell short’ 
signal, rather, a ‘sell to lighten’ the position, 
which would then resolve into either a [i] buy 
long signal, or a strengthening sell signal, 
which would result in a ‘sell short’ signal.

The fundamentals of the market are on shakier 
ground. I calculate ‘fair value’ some 13% below 
the current market price. Dividend yields have 
again fallen below the AAA yield available. 
Earnings yields however remain above the AAA 
rate. It is this ‘earnings growth’ that currently 
supports the technical momentum. Should 
earnings growth start to disappoint, the technical 
picture will ‘likely’ signal the resumption of a 
bear phase.

Recommendation: 
‘Swing Trades’: Hold position.
The duCati system: Hold. Take no action. 

Until next week,

jog on
duc

Disclaimer:
The information found in this report should not be considered 
to be investment advice. Any investment decisions you make 
should be based solely on your evaluation of your financial 
circumstances, investment objectives, risk tolerance, and 
liquidity needs. The author is not a registered investment 
advisor and does not represent the information in this report 
as a recommendation for readers to buy or sell the securities 
under discussion. All information contained herein is believed 
to be accurate at the time the information is posted. However, 
it is possible that errors may exist n this report. The reader 
should conduct his or her own due diligence and not, under 
any circumstances, rely on any of the information presented 
on this site. All liability for the content of this report, including 
any omissions, inaccuracies, errors, or misstatements 
is expressly disclaimed. Always complete your own due 
diligence. The author will disclose positions held in securities 
under discussion at the time of posting.


