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Stocks

Indicator Direction

Down / In Correction

The stock market continued its losing streak today on mixed volume, with the Dow closing down 5 points to

close at 15,440.23.  The Dow did manage to climb back from a 100 point loss which was a sign that buyers

are willing to step up here.

Yesterday’s upday could potentially signal the start of a new uptrend.  But we won’t take action until we see

a follow-through day, which is an upday on higher volume that occurs usually on the 4th to 7th day after

the first upday.

A follow-through day is a highly reliable way to get back into the market near a bottom.  It does not always

work, but almost all major bull markets have started with a follow-through day.

A second key is that once the follow-through day occurs, leading stocks begin to break out of bases and

established chart patterns.  If this happens, it greatly increases the chances of the rally being sustainable.

No one know when this could happen, so as of now we stay on the sidelines.

The environment for stocks has remains negative.  It looks very likely we are entering a full correction with

more declines to come. Stock market corrections are a necessary part of stock market investing.   At times,

market participants get overly optimistic (which has been the case over the last year or so).  Corrections

serve to temper the extreme optimism and bullishness and bring some rationality back to the stock market.

Given the high amount of distribution days and the sharp selloffs during the last few days, we will continue

with our red stop sign until the situation improves.  At this point, buying stocks is considered risky and the

chances of losing money are high. Stand aside until the picture improves.

New purchases: No new stock purchases now.

Growth stocks: Take profits on up to 50% of your remaining non-core stock holdings here.  Make sure to

have stop-loss orders no more than 8% below your purchase price.
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Core holdings: These are your dividend paying stocks that you are compounding. Hold, but do not add to

holdings now.

Bonds

Indicator Direction

Down

MUNI BONDS & PUERTO RICO

Muni bond funds can be a great source of tax-free income.  But in the last 8 months, many muni funds have

declined 25-30%.

Much of this decline was due to investors pricing in higher interest rates.  But another major reason is that

many of them are holding bonds from Puerto Rico.  Puerto Rico is one of the muni bond market’s biggest

issuers, with more than $70 billions of bonds outstanding.  More than three-quarters of U.S. muni mutual

funds hold its securities from Puerto Rico.

Puerto Rico’s bonds have been popular with U.S. investors because they are exempt from federal, state and

local taxes.  Many funds loaded up on these bonds in recent years despite its well-known economic

problems.

Yesterday Standard and Poor’s, a bond credit rating company, cut its credit rating on Puerto Rico to junk-

bond status.  This downgrade will lead many funds that are required to hold only investment grade bonds to

sell them to comply.  This will only make these funds performance even worse.

The moral of the story is that you have to understand what you are investing in.  Investment education is

priceless!

Real Estate

Indicator Direction

Prices rising in most

parts of the country

Mortgage rates held steady today, with 30 year loans being offered at an average of 4.25%.  This makes an

almost quarter point decline in about a week.  A quarter percent drop equals $30/ month in saving for a
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$200,000 loan.

Investors should be looking to buy real estate now.  Locking in a 30 year loan at 4.25% could save you

hundreds of dollars a month in interest from your current loan.

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.

The following link is a good article on an upcoming tax lien auction in Yavapai County, Arizona on February

11.  The county sold 2,376 properties last year.  Lien amounts ranged from $38.35 to more than $73,000. 

The average interest rate received was 7.59%.

This year there are about 3,500 properties.  The article includes a link to the current tax lien properties

available.

Yavapai County gears up for tax lien sale Feb. 11

Gold & Silver

Indicator Direction

A bottom looks likely here but not confirmed

Silver was the big winner today, closing up 39 cents to close at $19.89.  Gold closed at $1,256, up 2 dollars.

The precious metals look to be establishing a bottom here, so our indicator is a cautious yellow.  Gold is still

in the area of testing its 50 day moving average (DMA), a major support point.  A break below the 50 DMA

will likely mean a test of the W bottom from December (see chart below).  We will await further price

movement to determine if a bottom has been made or not. A close for gold above $1,285 should denote a

http://www.dcourier.com/main.asp?SectionID=1&SubSectionID=1&ArticleID=127736
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bottom.
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