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Quote of the Week:

I should rather hold on to one rising stock for a longer period than juggle with a dozen
stocks for a short period at a time. - Nicolas Darvas

Market Observations:

Today’s CPI report came in above expectations which means there is more inflation than
expected while inflation continues to run above the Fed’s target. This means rates have a
higher potential to rise than they did before the report. In response to the report, stocks
fell, bonds fell, and the US dollar went up. All these moves are indicative of rising rates.

Zooming out a bit, gold and silver have gone up a lot in the past few weeks. Bonds have
continued to fall. The US dollar has been climbing higher and stocks have largely been
moving sideways while volatility (in stocks) is increasing. In particular, the Dow (DIA) is
not looking so hot.

In hindsight, the markets appear to have known inflation was going to be higher. And
markets are continuing in the same direction(s) post the CPI report (as opposed to
reversing) which, at first glance, indicates inflation is probably not going to recede
anytime soon.

While the Fed says the economy is AOK, most people I speak with on the ground aren’t
thriving like they were a few years ago. This is especially true of real estate people who
have been negatively impacted by the move in rates since 2022. If inflation doesn’t
abate, the Fed may keep on raising rates and, given debt levels in the US and all the
other issues, it isn’t much fun to mentally consider how things might play out if inflation
doesn’t come down.

Considering all of the above, the faster trader in me wants to run for cash
and wait and see what happens. However, the long-term trend follower in
me says that markets climb a wall of worry and that the trend in stocks
remains up. I feel like this inner conflict has shown up in LTTM in recent weeks and
months and the dichotomy has led to some introspection.

Specifically, I've been thinking a lot about focus and consistency. I know that these are
key attributes that lead to success in markets. A long-term trend follower is playing for
large moves and knows/accepts you cannot run for the hills on every wiggle and waggle
as doing so will miss the forest for the trees. Meanwhile, a faster trader’s secret weapon,
in my opinion, is the ability to go to cash quickly waiting for the coast to become clear as
they say.


http://www.triinv.com/
mailto:info@triinv.com

Which one is right? Only time will tell but, long-term, each approach will have pros and
cons. That said, perhaps the worst thing someone can do is allow the two disciplines to
merge into a Frankenstein monster as doing so leads to confusion.

It usually helps to “stand on the shoulders of giants” when facing problems and I often
read the old newsletters of Martin Zweig for inspiration. Zweig separated his trading
thoughts and his investing/asset allocation thoughts which makes sense since these
respective disciplines have different goals and different implementations to achieve said
goals. As I think about this, I find myself thinking that one could do a lot worse than to
follow the ways and wisdom of Zweig.

This is all a long way of saying I find myself conflicted by markets. The trader in me
thinks we could be headed for hard times and wants to be very nimble right now.
Meanwhile, the long-term trend follower in me wants to put on my blinders while
focusing on the larger trend in stocks and acting accordingly. And so, in line with Zweig,
I think I will do just that. In case this is unclear, I'm saying my long-term allocation
approach will keep on keeping on (riding the long-term trend) as per its rules despite all
the ugliness happening right now. Meanwhile, in my trading account, I will remain
nimble.

While this makes sense to me right now, I find myself wondering if I should ultimately
no longer pursue both approaches instead focusing in on one or the other. I'm not there
yet but, without hesitation, I'd be way more inclined to focus on long-term trend
following as doing so agrees with a century of advice from great traders, it focuses on
larger moves which is where you make more money, and, frankly, it requires less effort.
All of this has me thinking of the opening quote.

I wrote a post about all of this on my Meditations Substack, and welcome you to read it.
I plan to write another post about the idea of consistency soon.

Outside of all of that, I can’t help but notice the Japanese yen made new lows today
despite the commentary from various Japanese monetary officials.

Stock Market Indicators:

Trend: The trend in stocks is up.

Stock Volatility: Volatility has declined to levels that support owning stocks.

Interest Rates: Short-term rates are around 5% which is compelling to many.
However, stocks keep going up likely creating FOMO.

The Fed: The Fed is on hold pending incoming data on the economy and inflation. The
latest inflation data leads me to believe hikes are more likely than cuts which, all else
equal, isn’t great for owning stocks. You can find the latest FOMC release here.
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For specific financial advice/money management services: tricapm.com
Learn about LTTM or Sign Up (It’s free): lttm.substack.com

Learn more about trading principles: traderprinciples.com
Triangulated Research Legal: triinv.com/legal-1

Legal Disclaimer: Triangulated Research, LLC. (“TR”) is a publisher not an investment advisor. Nothing in this newsletter is intended to be nor should it be construed
as investment advice. This publication is protected by U.S. Copyright laws. All rights reserved. License is granted for only the user’s personal use. No part of this publication or
its contents may be copied, downloaded, stored, further transmitted, or otherwise reproduced without first obtaining written permission from TR. This publication is
proprietary and limited to sole use of TR clients. Any mention in TR’s newsletters of a specific security, index, derivative, or other instrument is neither a recommendation to
buy or sell nor does mention constitute the suitability of said instruments for any particular purpose. TR is not in the business of giving investment advice or advice regarding
the suitability of securities, indexes, derivatives, or related instruments. The information in this report is not intended to be and shall not constitute an offer to sell or a
solicitation of an offer to buy any security or investment product or service. Reports are based upon information and data gathered from various sources believed to be reliable
but are not guaranteed as to accuracy or completeness. The information in this newsletter may be inaccurate, incomplete, incorrect, or unreliable. Information is subject to
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