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Charts Speak Louder Than Words!
Read notes above each chart to get a
feel of where each asset type is headed.

This month we are pleased to provide this new newsletter format. It contains more analysis,
forecasts and is more visual based for easy understanding of what is happening across all
asset classed. Charts Speak Louder Than Words!

The first image shows two cycles, the blue cycle is the stock market cycle that shows which sectors
typically outperform during specific times of bull and markets in stocks. Here you will see that during the
late stages of a bull market the safe haven plays become the preferred choice for investors — Energy
and Precious Metals which is what we have seen of late.

Typically, the stock market tops before the economic (business) yellow cycle. Why? Because savvy
investors can see earnings starting to slow thus share prices will fall as investors see weakness in
companies. The highly educated market participants start selling shares before the masses realize what
is happening. The stock market usually moves 6-12 months before the economic cycle.

Business Cycles & Relative Stock Market Performance
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S&P 500 Monthly Chart — 7-8 Year Cycle

The SP500 index (US Stock Market) has not yet exited its up trend. It can be argued that the stock
market is either in a stage 3 topping phase based on the fact that leading indicators and fundamental
data show broad market weakness.

The major trend line on the chart below has been broken. Our INNER-Market Analysis tell us to be
sitting in cash and to get ready to short the market. We can profit from falling prices while the vast
majority of individuals see their life savings (long term investments) get cut in half.

We do fear a global economic collapse is possible which we talk about in our ETF Trading Newsletter —
TheGoldAndOilGuy. Recently we started trading some commodities like JO (Coffee ETF) and are
looking at other commaodities like natural gas as another long term play. On the other hand, we have
done exceptionally good trading small/mid cap stocks like VUZI for quick explosive gains. This stock
jumped up over 11% in less than two days with our Stock Trading Newsletter.

$SPX S&P 500 Large Cap Index INDXE @ StockCharts.com
2H-Aug-2016 Open 2173.15 High 219331 Low 2147 .52 Close 2169.04 Volume 35.38 Chg -4.56 (0.21%) ~
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Good news is that we can make money during bear markets. By actively short e

selling stocks, or buying inverse ETFs we can profit from a fallin market. B0
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S&P 500 Quarterly Chart - BIGGER PICTURE

This chart provides a great perspective on the overall market trend and price patterns. This is the 70-
year historical chart. | hope something like this unfolds. Fingers crossed to a nominal 12 month
correction/bear market. This will build a new base for the next super cycle.

At this point in time we feel a much larger correction is likely to happen because of all the financial
engineering and corruption that has taken place, but knowing what the market could do (super cycle) is
important as it eliminates a market bias and conviction of what we feel the next major trend will be. We
follow the market as trading and investors, not tell it where it should move next.

US Dollar has broken above its upper resistance trend line. We could see the dollar substantially rise in
the next few months based on the BREXIT and flow of scared money into the Dollar.

$SPX S&P 500 Large Cap Index INDX @ StockCharts.com
26-Aug-2016 Open 2002.34 High 219331 Low 2074.02 Close 2152.04 Volume 5078 Chg +70.15 (+3.39%) =
W $SPE (Quarkerly) 2165,04

T

What If This Happens Again? |

The market tends to do the
opposite of what the majority of
participants think it should do...
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SP500 and Fear Index Paint a Negative Picture

The VIX index suggests fear is low, complacency is high, and with the SP500 becoming vulnerable to a
stock market correction do to weakning market breadth (fewer stocks supporting the rally) you should be
mentally prepared for a new bear market to emerge in large cap stocks.

In the chart below, we have placed the VIX index on the bottom of the chart. While overall market
breadth weakens, a change in the VIX level provides an early warning sign of potential danger.

$SPX S2&P 500 Large Cap Index INDX,
231-Aug-20M6 12:50pm

@ StockCharts.com
Open 2170.19 High 2183.98 Low 2161.35 Last 2164.90 Volume 3.95 Chg -4.53 -0.21%) v

L E5PR (Weekly)] 2164,40

M
Market Analysis (Sentiment,
Cycles, Breadth, and
momentum) sayswe are
somewhere similar to these
locations in the market...

g

006 2007 2003

2011 201z 2013 Z014 2015 2016

= $vIx 14,07

oo/ ) 2010

/

|I a"

2017
La0

2006 2007 2002

2009 2010 2011 2012 2013 2014 2015

Fro

GO

ran

Fa0

F20

F10
2017



A—
A

ALGOTRADES INNER-INVESTOR MONTHLY

Large Cap Stocks VS Bonds Signal Market Top

Here is a chart that we have followed for years. The important areas to look at are the red boxes where
the price of bonds start a new uptrend by breaking above the dotted black line. Everytime this has
happened in the past a bear market soon followed.

Smart moneyl/institutions/hedge funds are secretly funneling into bonds and out of equites in order to
avoid the next major sell off in stocks to preserve capital.
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Physical Assets Become Safe Havens

Chart below you can see how natural gas has performed during the last staged of a bull market in
stocks. Typically, commodities outperform the stock market during the last stages of a bull market and
early stages of a bear market.

Natural gas looks to to have formed a stage 1 basing pattern and is building up energy for a breaking
and rally.
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Precious Metals Are Strong and Will get Stronger
Charts below show you the new bull market in gold along with silver and mining stocks. Overall, they
have posted strong rallies and should continue to rocket higher, but in the near term we have a
pullback/correction taking place before the next run higher.

$GOLD Gold - Continuous Cortract (EOD) CME @ StockChartscom
30-Aug-2016 Open 1523.50 High 1325.90 Low 1312.00 Close 1316.50 Wolume 257 53K Chyg -9.40 (0.71%) =

W $50LD (Weekly) 1316.50 (30 Aug)
ol olume 287,333
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$SILVER Silver - Continuous Contract (EOD) CME ® StockCharts.com
30-Aug-2016 Open 12.74 High 12.04 Low 1545 Close 1367 Volume 103 7K Chg -0.07 (0.33%)
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Gold Mining Stocks Hit Resistance and Correct

GDX “anEck “ectors Gold Miners ETF NvSE @ StockCharts.com

31-Aug- 2046 12:51pm Open 3047 High 3179 Low 2540 Last 2543 Volume 1568 Chg -5.16 - 16.87%) v
W GDX (Monthly) 25,43 .
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INNER-Investor Monthly Conclusion:

In short, most of the major asset types (stocks, bonds, precious metals, commodities) are going through
a major trend change. These major trend changes take time months and some cases years to fully
reverse.

During times like this trading and investing is slow and its tough to generate substantial gains. The good
news is that many of these major reversals are starting to complete and opportunities are starting to
popup on the radar.

Sincerely,
Chris Vermeulen

If someone passed this newsletter on to you via email you can subscribe to it by going here:
http://www.algotrades.net/monthly-investor-report/
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