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The 17-week cycle now pointing lower 
In our last issue, we discussed the 17-week cycle that has been extremely reliable but not so at this time. There is a 

phenomenon in cycles called inversions where the timing is correct but the direction is wrong. We think that the 17-

week cycle which was calling for a bottom in early march is actually making a top. It remains to be seen of course 

if that is the case, but we feel that 

the 24-month cycle is now down 

and therefore we are looking for a 

significant correction in the stock 

market. 

The only fly in the ointment is the 

40-month cycle. The 40-month 

cycle bottomed along with the 24-

month cycle in March of 2009 and 

as a longer cycle it is still up. So 

what happens when the 24-month 

cycle is bearish and the 40-motnh 

cycle is bullish? Historically when 

the 40 and 24-month cycles bottom 

together and the 10-year cycle is 

down there is normally a major 

correction after the 24-month top. 

Since the Civil War there is only 

one exception and that was 1950. 

You could argue that 2000 was not in the pattern but the market did not really rally after the 24-month top. That 

means 16 of 17 of these have seen a rally in the 40-month after the 24-month top. I do not consider that a strong 

likelihood. The bottom line is that I expect that we have more downside ahead and a significant corretion should 

occur once the 24-month cycle top is in, which I think is a high likelihood and may have happened. Shorter-term 

the most dominant cycles are the 17-week and the 10-week. Both are now down. One word of caution: a great deal 

of liquidity has been pumped into the market by governments and central  banks and many of the long cycles could 

be slightly delayed with a strong emphasis on the “slightly”. In the case of the 24-month it is still likely topping 

now. We would at this point buy inverse double beta Index ETFs. Domestic Equities: We were short last issue but 

now wish to short again double beta inverse ETFs such as SDS. SH is an alternative for those who do not wish dou-

ble beta ETFs. International Stocks: We are neutral to bearish on international funds or flat. Energy: Crude is now at the top 

of the range and is a shorting candidate. Energy should continue in a trading range. Gold and Precious Metals: Gold continues 

in a trading range and should continue to go sideways prior to the next significant rally. We continue to want to accumulate 

gold near $1070 an ounce. Commodities/Agriculturals: The US dollar should now begin to roll over and correct. This will put 

pressure on the commodities markets. The seasonal s are neutral.  Natural Resources: No change. Long term bullish, but now 

neutral . For more aggressive investors we’ve added a new page of  (3X) triple beta ETF’s.. 
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                                                                   SPY  S&P 500   

                                  SDS (-2X) Double Beta Inverse  
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                                                               KOL  Coal ETF   

                                                DBA  Agriculture    
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                                             DGL Power Shares DB Gold    

                     ROM ProShares Ultra Technology (2X)  
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                      DGS Wisdom Tree Emerging Markets  

                                                                        SLX Steel      
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                                                          XLF S&P Financial    

                                                             EWZ Brazil Index   
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                   FAS (3X) Triple Beta Direxion Financial    

                     EDC (3X) Triple Beta Emerging Markets  

 

 


