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Stocks

Indicator Direction

In uptrend

The stock market continued its bullish run today.  The Dow rose 126.80 points to close at 16,154.39.  The

Dow and the S&P 500 have risen in six out of the last 7 days.  That is quite a run!  The Nasdaq extended its

winning streak to 7 days.

The stock market is looking pretty good here.  We blew past the 50 day moving average at 16,091 noted in

yesterday’s Dow chart.  The next stop will be the resistance at the previous highs around 16,400 – 16,550.

As I have mentioned since our market indicator turned green recently, 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.

STOCK WATCH:

Here are some stocks that could break out soon:

InvenSense, Inc. (INVN) – forming a cup with handle.  21.29 buy point. Closed today at 20.64.

Monolithic Power Systems Inc. (MPWR) – forming a flat base.  34.86 buy point. (It closed at 35.09 today
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but is still within its buying zone)

Associated Estates Realty Corporation (AEC) – this is a REIT yielding 4.60%.  Today it broke above

resistance and a flat base at 16.50.  It closed at 16.90 today but is still within a buying zone.

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

positions now.

Bonds

Indicator Direction

Down

High-Yield Bonds

A high-yield bond is a bond that is rated below investment grade.  Many investors purchase high-yield

bonds (also known as junk bonds) for their higher yields compared to investment grade bonds or risk-free

Treasuries.  But while they pay a higher interest than investment grade bonds, there are two major risks that

need to be taken into account.

First, there is the risk of default.  Many companies that issue high-yield bonds do so because they are not

able to raise money any other way, and have to offer high yields to attract investors.  Some of these

companies may be facing difficult business conditions or poor prospects going forward, or may be in some

kind of a turnaround situation. The risk is that a company continues to lose money and eventually files for

bankruptcy.

The second risk with high-yield bonds is that interest rates will rise.  Bond prices move opposite interest

rates.  If interest rates rise, then the price of a bond falls.  As long as an investor holds the bond to maturity,

any price drops due to higher interest rates won’t be a factor.  But if the investor decides to sell before

maturity, he may lose part of the principal.

Interest rates have been trending down since 1980.  It is very likely the next cycle will be up, making most

bond purchases a risky proposition at this point in time.

Real Estate

Indicator Direction

Prices rising in most
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parts of the country

Mortgage rates today were little changed, with 30 year fixed loans being offered at an average of 4.27%.

Foreclosures Declining

Foreclosures finally seem to be leveling off.  They fell 40% from January 2013, the lowest level since July

2007.  Banks took back only 30,226 homes last month, a large drop from a year ago, according to

foreclosure listing firm RealtyTrac.

Foreclosures are expected to decline from 2013’s total of 462,970.  In contrast, 1.05 million homes were

foreclosed on at the peak in 2010.

Consumers have repaired their finances to a great degree since the financial crisis.  Many have paid off

debt, improved their credit scores, and started saving again.  Overall, people are now in much better

financial shape than 6 years ago, and more homeowners are able to afford their mortgage payments.  This

is an encouraging sign, as it shows that people have begun to learn about money, personal finance, and

investing.  Financial education equals better choices,and a more positive financial future!

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

Up | Gold and silver break out
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Gold and silver continued their breakout with a powerful move up today.  Gold closed up $15.50 to close at

$1,318.30, up 1.19%.  Silver was the big winner today; it shot up 95 cents, or 4.64% to close at 21.44.

Gold investors can look to buy coins and bars, as far as bullion goes.  You can also buy GLD, the gold ETF,

or GDXJ, the ETF for junior gold miners.

I do not recommend the gold mining stocks. Though at times they perform fabulously, most of the time they

lag the price of gold or decline while gold heads up.  This is actually a great non-confirmation signal that

gold’s price will soon stop rising and start going down.

Silver investors can look to purchase coins, silver rounds, or 90% silver.  For stocks, SLV, the main silver

ETF, or Silver Wheaton (SLW) are recommended. 

Silver Wheaton (SLW) continues to be my favorite leveraged silver play.  I recently bought it at 23.58, and

added to my position this morning at 25.48.  I would have liked to buy it closer to 25.00, bit it gapped up at

the open.  Let’s look at today’s chart:

You can see that it gapped up today.  My feeling is that the stock will return back down in the next days to fill

the gap from the high of yesterday at 24.78.  Gaps are frequently filled with stocks.

My stop-loss order is right below 23.00.  If SLW returns back to this level, the breakout will have failed, and I

don’t want to own the stock then.
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