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Stocks

Indicator Direction

In uptrend

The stock market ended its four day winning streak, with the Dow closing down 30.83 points to  15,963.94.

Yesterday’s rally on higher volume was the follow-through day we have been looking for.  I have changed

the indicator to green now.

However, though we have a green light, I would still proceed with caution.  First, I am surprised the

correction was so short-lived.  The stock market has not had a meaningful correction of more that 5% in

many months.  Plus, volatility has been running high.  Any stocks missing high expectations have been

crushed, and many stocks beating estimates have made outsized move upwards.  This environment makes

stock investing risky.

Secondly, many stocks have made huge moves in the last six months to a year and are extended.  There

are less and less stocks breaking out of established patterns, and those that are could be considered

laggards or second tier stocks.

Growth stocks:  Look for stocks breaking out.  Check Yahoo Finance or other online sources to make sure

you do not purchase any stock within a couple of days of its earnings announcement.  You don’t want to buy

a stock that disappoints and plunges 25% as many have been doing lately.  Make sure to have stop-loss

orders no more than 8% below your purchase price.

I will be adding a list of select stocks that are set up to break out in the coming days, as I find them.

Core holdings: These are your dividend paying stocks that you are compounding. Continue to add to

positions now.

Bonds
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Indicator Direction

Down

Bond investing is not supposed to be exciting.  Investors should not be worrying about their bond holdings,

as they frequently do with their stock holdings. But with the Fed beginning its tapering program (discussed

yesterday), the outlook for bonds in the near future is not positive.

The main issue for investors to consider is that bond yields are currently very low.  The 10 year note is

currently yielding 2.74%.  That is very little return for a 10 year investment.

The risk is to the downside with bonds in the long-term also, as interest rates should start moving up as the

Fed continues it tapering process.  The tapering process has the Fed purchasing less bonds each month,

which should lead to higher bond yields and lower bond prices.

Hold off on all bond purchases at this point, with the exception of select muni bonds and muni bond funds. 

You could also consider individual bonds if you expect to hold them to maturity; interest rate fluctuations

(and price changes) will not affect your return in this case.  Many investment grade corporate bonds yield

over 5%.

Real Estate

Indicator Direction

Prices rising in most

parts of the country

Mortgage rates rose slightly today, with 30 year fixed loans being offered at an average of 4.25%.

Small investors look like they will be getting a break from competition with large institutional investors.  For

the last year or so, individual investors found it difficult to compete with large funds like American Homes 4

Rent, American Residential Properties, and others who came in with billions in cash and purchased

single family homes in record numbers.  According to reports, these institutional buyers bought more than

100,000 homes in California, Nevada, Arizona, and other hard hit parts of the country.

Most of these funds state that they are long-term investors and do not plan to sell their holdings anytime

soon.  Some are securitizing their income streams and selling them off to other investors, just as mortgages

are packaged into bundles and sold.  This bodes well for those who worry these large players will begin to

unload their properties and push prices down.

These large funds have slowed down their buying, mainly because of higher prices and less properties
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available cheaply from banks. They are not finding as lucrative deals now as they did a couple of years ago.

But for the small investor, things are looking good.  Investors should be looking to buy real estate now. 

Locking in a 30 year loan near 4.25% could save you hundreds of dollars a month in interest from your

current loan.

Run your credit report from at least one credit bureau and begin today to improve it!  A high FICO score will

result in a lower interest rate which will save you thousands of dollars in interest.

If you already own a home, look to do a refi and lock in these low rates for 30 years.  But be sure to run the

numbers to make sure a refi will be worth it after factoring in points, fees, and other costs.

Tax Liens

Indicator Direction

Continue to purchase.

Be sure to check our Tax Lien Auction Calendar located in the Sidebar at the right.

SRI Incorporated conducts tax lien sales on behalf of certain counties in Indiana, Colorado, Florida, Iowa,

and Michigan.

Learn more about them at this link:

http://www.sri-taxsale.com/

Gold & Silver

Indicator Direction

Gold and silver break out

Gold and silver continued their breakout.  Gold closed up 5.20 to close at $1,289.80 and silver closed up 19

cents to close at 20.34.

Gold was down $5.70 in the overnight market last night (gold and silver are global markets and trade almost

24 hours a day), but prices firmed up during the regular trading session.  This is a good sign that buyers
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are willing to bid the prices up after a breakout.  Yesterday’s close was the highest for gold since November

of last year.

2014 is starting off on a positive note for gold, with a 7% gain this year so far.  Last year was pretty bad for

gold, with a 28% decline.  But this was after 11 years of higher prices starting from the mid $200s to above

$1,900 an ounce.  The precious metals were due for a correction, and we got a big one.

Gold investors can look to buy GLD, the gold ETF, or GDXJ, the ETF for junior gold miners.

Silver investors can look to purchase SLV, the main silver ETF.  Silver Wheaton (SLW) continues to be my

favorite leveraged silver play.
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