Third Party Research April 17, 2018

Biiwii Commentary

eResearch Corporation is pleased to provide an article and video, courtesy of Biiwii.com, and
written by Steve Saville of TSI (link to the Author is provided on the following page).

The article, starting on the next page, is entitled: “Bull Market Correction Or Bear Market?”.

Biiwii.com was created in mid-2000 solely as a way to help get the message out about
deeply-rooted problems about too much debt and leverage within the financial system.
The concerns were confirmed and the message proved justified 3 to 4 years later as the
system began to purge these distortions, resulting in a climactic washout extending
from October, 2008 to March, 2009.

Along the way, a geek-like interest in technical analysis, a long-time interest in human
psychology, and various unique macro market ratio indicators were added to the mix,
with the result being a financial market newsletter (and dynamic interim updates),
Notes From The Rabbit Hole (NFTRH) that combines these attributes to provide a
service that is engaged and successful in all market environments by employing risk
management first, and opportunity for speculation second.

But It Is What It Is: You can access Biiwii at its website: www.biiwii.com.

Notes From The Rabbit Hole: You can access NFTRH at its website: www.NFTRH.com

eResearch was established in 2000 as Canada's first equity issuer-sponsored research organization. As a
primary source for professional investment research, our Subscribers (subscription is free!!l) benefit by
having written research on a variety of small- and mid-cap, under-covered companies. We also provide
unsponsored research reports on middle and larger-sized companies, using a combination of fundamental
and technical analysis. We complement our corporate research coverage with a diversified selection of
informative, insightful, and thought-provoking research publications from a wide variety of investment
professionals. We provide our professional investment research and analysis directly to our extensive
subscriber network of discerning investors, and electronically through our website: www.eResearch.ca.
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Bull Market Correction Or Bear Market?

By Steve Saville

April 17,2018

In previous blog posts (e.g. HERE), I explained the limitations of sentiment as a market timing
tool. Since the public is invariably wrong at price extremes, it certainly can be helpful to track
the public’s sentiment and use it as a contrary indicator. However, whereas price extremes
always coincide with sentiment extremes, sentiment extremes often do not coincide with price
extremes. This is especially the case during long-term bull markets, when sentiment is capable
of staying very optimistic for years. It is, therefore, best to think of a sentiment extreme as a
necessary, but not a sufficient, condition for a price extreme.

With regard to U.S. stock market sentiment, there was an optimistic extreme in January of this

year. This is evidenced by the TSI Index of Bullish Sentiment (TIBS) hitting a 20-year high at
that time. Refer to the following weekly chart for details.

Note that TIBS is a weighted average of four sentiment surveys (Investors Intelligence, Market
Vane, Consensus-inc and American Association of Individual Investors), the 5-day moving
average of the equity put/call ratio, and the 5-day moving average of the VIX.

What is the probability that January’s optimistic extreme coincided with the top of the equity
bull market?
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The answer is: quite low. While sentiment was consistent with a major top and valuations, on
average, were definitely high enough to usher in a major top, an end to the long-term upward
trend was not signaled by several important indicators.

For example, there would normally be a pronounced widening of credit spreads at or before a
bull market top, but credit spreads remain near their narrowest levels of the past 10 years.

For another example, there is likely to be a reversal in the yield curve from flattening to
steepening at or prior to a bull market top, but at the end of last week the U.S. yield curve was at
its ‘flattest’ in more than 10 years.

For a third example, there has been more strength in market internals over the past two months
than there normally would be if we were dealing with the early stage of a bear market.

So, despite the rampant optimism evident in January, 2018, the decline that followed the
January peak probably will turn out to be a bull-market correction.

HHA#HHH

Biiwii/NFTRH on the Web

NFTRH and Biiwii.com commentary and technical analysis have regularly been published,
highlighted and/or quoted at SeekingAlpha, Investing.com, Market\Watch, Yahoo Finance,
Ino.com, TalkMarkets and many more since 2004.

Biiwii.com is proud to be included in the 50 Blogs Every Serious Trader Should Read from
TraderHQ.com.

Biiwii: but it is what it is

NFTRH: Notes From The Rabbit Hole
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