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This Week 

Decision Making Under Uncertainty 

 

In fields like science, medicine, and engineering, the more you know, the better you are 

able to perform. In those fields, there is a high level of predictability. Your knowledge lets 

you predict the major factors and your experience lets you know how to work around the 

minor surprises. Realistically, what does it take to reach this level of knowledge and 

experience? In most fields, 15-20 years, if you work at it full time. 

 

Expertise in fields like science, medicine, or engineering does not give you much advantage 

in investing. In fact, it may prove to be a serious disadvantage. You are not dealing with 

physical forces or biological effects, you are dealing with tens of millions of investors. Each 

of those investors has a different perspective, method, objective, and investing horizon. 

Furthermore, they interact and react in ways that are seldom observable and almost never 

predictable. 

 

In short, when you invest money in a security, you don't really have any idea what it's 

going to do next. It has been estimated that 70% of a security's movements are driven by 

the what the market does, and the market as a whole is just as unpredictable as the 

individual securities that make it up. As an individual investor, when you buy a security you 

are hitching a ride on a monster you cannot control or even influence. 

 

Most people are accustomed to the notion that a decision should be carefully researched, 

thoughtfully analyzed, and then committed to once it is made. A person with character does 

not back away from a decision just because things get difficult. This is how heroes and 

heroines save the day in the movies. It's also the kind of gutsy, stiff-upper-lip thinking that 

will get you killed in the market. If you want to make serious money in investing, you have 

to discard a lot of mythology that people have talked about for years as "investment facts". 

 

Here is how you really make money: 

 

1. Real investment is not a single, immutable decision. For each security, it is one entry 

decision followed by a series of exit/hold decisions. 

 

2. Be tight on position size. Big positions are for actors in the movies. Keep your 

position sizes small. 

 

3. Don't expect to be "certain" about anything. Real-life decisions (in the market or 

otherwise) almost always have to be made before all the facts are in.  

 

4. Be bold with your entries. If you think you've found a winner, don't sit around and 

analyze it until the opportunity has passed. Buy a small position. 

 



5. Figure out your exit conditions before you buy. Once you're in a position, biases and 

emotions will cloud your judgment. Worse, they will make you hesitate. 

 

6. As long as an investment is gaining in value, stay with it. If it goes flat, be patient, it 

may advance again later. But once it starts to go down, get out of it. 

 

7. Be ruthless with your exits. If a position breaks one of your exit rules, dump it. Even 

if you just go into it, follow your exit rules. 

 

8. Don't think of an exit as the end of something. It's just moving some money around 

because the risk was outweighing the potential reward. If you sell a security and 

later on it turns back up, it's okay to buy it again if it meets your entry rules. 

 

9. Profiting in the short run is luck. Profiting in the long run is a matter of developing 

and sticking to rules that garner reproducible results. 

 

10. Amateurs think that a good trade is one where you make money. Professionals know 

that a good trade is one where you followed your rules. 

 

11. "You can't make money if you are not willing to lose. It's like breathing in, but not 

being willing to breathe out."  — Ed Seykota 

 

12. Celebrate corrected mistakes. 

 

Compared to the market, the individual investor is a microscopic flea riding on the back of 

an unbelievably huge elephant. The market is not even aware you exist. If you pay close 

attention to the market and move with it, you can profit. If you don't move with the market, 

you will fall by the wayside, unnoticed. 

 

Oh, and about that uncertainty thing: 

 

Certainty is a luxury of those on the sidelines.  — William Parcher 

 

 

 

          -          -          -          -          -          -          -          -          -          -          -          -          -          - 

 

 

 

There actually are several careers that will prepare you for successful investing. One of these is fire 

fighting. Another is being a battle field commander. A third one is being a professional gambler.  

 

I suspect experienced trial lawyers could also do well in investing. 



Market Barometers       ← Use this link to see all the market barometer charts 

I will be first to admit that charts do NOT forecast price – they show path of least  

resistance and provide an excellent risk management tool.  —  Peter Brandt 

All four major indexes have turned solid green again.  

 

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look 

The SPX closed the week at $4545, about a dollar lower than the Sep 2
nd

 high of $4546. The NYAD 

broke out to a new high on Wednesday and the SPXA50R ended the week near 66%, a solidly positive 

reading. For October as a whole, the NYAD and SPXA50R are confirming price action. 

 

 

 
 



Bullish Universe       ← Use this link to get to the live summary table 

These are ETFs that are likely to do well during bull markets. 

 

Last week's choices were: DBC 17%, IGV 17%, QQQ 17%, TIP 16%, VNQ 17%, and SHV 

(cash) 16%. 

Top 10 ETFs from the Bullish and Bearish Universes  

Sym MTA RelStr Long High-15% High-7.5% Last Div Notes 

DBC ↑ 4.2 ↑↑ yes $18.56 $20.20 $21.61 —  

IGV ↑ 1.5 ↑ yes $370.51 $403.21 $433.20 —  

QQQ ↑ 0.2 → yes $324.79 $353.45 $374.10 —  

VTI ↑ 0.1 ↑ no $199.59 $217.20 $234.36 1.3%  

VNQ ↑ 0.0 → yes $94.28 $102.60 $109.04 2.3% exit if close < $102.60 

SHV → 0.0 → yes $93.94 $102.23 $110.46 .05%  

ANGL ↑ 0.1 → no $28.42 $30.92 $32.89 4.5%  

TIP ↑ -0.2 → yes $111.02 $120.81 $128.76 1.9%  

USMV ↑ 0.3 ↑ no $52.13 $72.41 $77.52 1.5%  

IWM ↑ -0.3 ↑ no $199.26 $216.84 $227.41 0.9%  

Legend: Up: ↑, Down: ↓, Flat/Stable: → 



https://trendlinedynamics.com/core_universe_charts/


DBC made another new high this week. So did IGV. QQQ is still doing well. VTI made 

another high. VNQ continues to rise.  

SHV is up a penny. ANGL went sideways on mixed money flow. TIP edged upward and has 

strong money flow. USMV is doing well with powerful money flow. IWM moved up a little 

and money is flowing into it, too. 

No changes this week: DBC 17%, IGV 17%, QQQ 17%, TIP 16%, VNQ 17%, and SHV 16%. 

 

          -          -          -          -          -          -          -          -          -          -          - 

SHV and TIP are both cash equivalents. So I am about 32% in cash-like positions. 

TIP looks like an odd thing to hold since it has a slightly negative slope; however, the -0.2 

slope reading is largely offset by TIP's 1.87% yield. 



Bearish Universe       ← Use this link to get to the live summary table 

These are ETFs that are likely to do well during bear markets. 

 

 

DBC and ANGL did better than the VTI. 

https://trendlinedynamics.com/bonds_and_dividends/


Sector Universe       ← Use this link to get to the live summary table 

 

 

SPX Sectors with slopes better than or equal to the VTI Index are: 

1 XLE 4.4 

2 XLF 1.4 

3 XLY 1.2 

4 XTN 1.1 

5 XLK 0.5 

https://trendlinedynamics.com/spx_sector_charts/


Auxiliary Universe       ← Use this link to get to the live summary table 

 

Auxiliary Sector ETFs with slopes better than the VTI Index: 

1 XOP 7.9 

2 USO 6.6 

3 LIT 2.3 

4 HACK 0.9 

5 IHI 0.3 

6 BIZD 0.3 
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https://trendlinedynamics.com/auxiliary_sector_charts/

