Stock Selections & Timing
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March 17, 2014 (data through previous Friday’s close

Good News and Bad News

he good news is the
economy is doing well.
Sales are up. Profits are
up. Margins have expanded.
Unemployment is dropping. To
the point, company sales that
make up the S&P 500 are at rec-
ord levels. The bad news amid

this plethora of plenty is the ra-
tio of stock market price to sales
(PS) is at the highest level since
the year 2000.

The point is to remind us
that stocks are not cheap. The
good news is already priced in.
Whether measured by price to
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sales (PS) or price to earnings
(PE) or price to book (PB), the
market is overvalued. PE is at
19.7x. The Shiller PE (CAPE,
10-year inflation adjusted) is at
25.7x. The CAPE was higher in
1929, 2000, and 2007.

(Continued on bottom left on page 4)

16500

16000

15500

15000

14500

7700
7600
7500
7400
7300
7200 o
7100
7000
6900
6800
6700
6600
6500
6400
6300 1
6200
6100
6000
5900
5800

Dow Jones INDU AVERAGE NDX (16,106.32, 16,165.05, 16,046.99, 16,065.67, -43.2197)

[~ 16500

[~ 16000

[~ 15500
[~ 15000

[~ 14500

£ 7700
£ 7600
F 7500
F 7400
E 7300
£ 7200
F 7100
F 7000
F 6900
£ 6800
£ 6700
F 6600
F 6500
E 6400
£ 6300
F 6200
F 6100
F 6000
F 5900
[ 5800

18 251 |8 15 22 |29 |6 [13 [20 [28|3 |10 [17 [24 |1 [8 15 [22 29| |5 12 19 |26 [3 |9 [16 [23 [do |7 14 [21 [28 [[]4 [11 [18 [25]2 |9 [16 [23 [3p [6 [13 [21 [27 [3 [10 |18 24 [3 [10 [17 |24 |
[April [Ma [June [3uly [August | [October [ [December [2014 [February [March

This is the daily chart of the Dow Industrials (upper) and Dow Transports (lower).

SCOREBOARD CONTENTS
Model YTD 52-week 26-week 13-week 4-week  1-week
Stock Portfolio 1.7% 14.0% 5.9% 2.3% 2.0%  -0.3% Page 2...Stock
Dow30 Portfolio 0.3% 2.2% 0.3% 0.3% -0.3% -0.3% Page 3...Dow 30
Index Page 4...Featured
S&P 500 TR 0.4% 20.4%  10.2%  4.2%  0.4%  -1.9% | |Pages. Disclaimers
Dow Industrials -2.5% 10.7% 4.5% 0.8% -0.5% -2.4%




Stock Portfolio

ACTION FOR PORTFOLIO DETAILS Value as of date: 3/14/2014
Closing
Action Action #of  Action stopas Yield at Buy Start End # of Current Percent of
Dates Action Symbol Price Shares Value| |Symbol of 1/20 buy Limit Price  Price Shares Value Total
27-Jan buy  TAXI 13.22 600 7,942 | |GENC 975 756 10.83 2,278  24,670.74 14.4%
this w ould be about 5% of total portfolio
3-Feb sell FULL 7.70 1,000 7,690
3-Feb sell IRET >8.49 950
3-Feb sell (¢} 39.92 300 11,966
12-Feb  sell IRET 8.52 950 8,084 MCGC 10.8% 3.00 479 367 3300 12,111.00 7.1%
NGPC 8.7% 715 7.04 731 2,000 14,620.00 8.5%
18-Feb  buy GOOD 17.45 500 8,735 MvVC 3.8% 1450 1271 1353 1,200 16,236.00 9.5%
this w ould be about 5% of total portfolio PKY 4.3% 18.00 17.75 18.20 500 9,100.00 5.3%
GOOD 8.6% 17.70 17.45 17.58 500 8,790.00 5.1%
17-Mar  sell NGPC 2,000 0.0%
TAXI 6.9% 14.00 13.22 13.89 600 8,334.00 4.9%
Above in green show's end price still below buy limit.
Show n below is w atch list for potential purchase at or below buy limit.
Dividends 10,022.88 5.8%
Money Market 1.00 67,893  67,893.00 39.5%
Total Valuation= 171,777.62 100.0%

REVIEW since last issue

3/17 Take profits in NGPC as noted above.

3/10 MCGC announced it was cutting its dividend. The stock has sold off hard. But it is still cheap in our
estimation. We’ll let things settle down and then reappraise. No other changes.

3/3 No changes.

2/24 No changes.

2/18 IRET was sold and I’ll buy GOOD as noted above. GENC is finally getting some recognition. | raised
the buy limit, though the stock is still north of it. Their g1 report was hugely positive. Infrastructure rebuild
in USA and Canada here we come. May have to raise the value too from $12.50 to north of $15.00.

2/10 Two of the three positions were sold last week. IRET still needs to rally above the sell limit.
Incredible that WTT has made it north of $3.50. Sold too soon evidently.

2/3 Take further profits as noted above. 1I’m raising cash.

2010 2011 2012] 2013]ytd 2014
Stock Portfolio 12.3% 21.4 50] 1538 1.7
S&P 500 TR 15.0% 1.9 14.1 28.7 04

This shows the returns of previous years, year to date (ytd), and from inception (incptn). It also shows standard deviation (SD).




Dow 30 Portfolio

ACTION FOR PORTFOLIO DETAILS Value as of date: 3/14/2014
Closing
Action Action # of Action Stop as Start  Ending # of Current Percent of
Date Action Symbol Price  Shares Value| |[Symbol of 3/17 Description Price Price  Shares Value Total
19-Feb  buy VZ 46.53 110 5,128 | |DIA 161.00 0.0%
F IBM 182.00 177.14 182.21 30 5,466.30 5.0%
24-Feb  buy KO 37.43 140 5,250 0.0%
0.0%
27-Feb  sell JPM 56.75 95 5,381 0.0%
KO 37.95 3743  38.17 140 5,343.80 4.9%
3-Mar sell TRV 83.18 65 5397 | |T 32.00 3215 3249 170 5,523.30 5.1%
4-Mar buy T 32.15 170 5,476
TO BE ADDED, IF ABOVE: BUY STOP
12-Mar  sell vz 46.36 110 5,090 | |PFE 30.90 31.46 160 about 5%
TRV 82.50 83.17 65 about 5%
17-Mar  buy DA 200 \Y, 220.00 221.75 25 about 5%
this will buy about 33% of total portfolio
TO BE ADDED, IF BELOW: BUY LIMIT
Money Market 1.00 92,941  92,941.00 85.1%
Total Valuation=109,274.40 100.0%

For this portfolio, we seek to outperform the Dow Industrials using proprietary timing and weighting formulas
of the underlying thirty stocks of the Dow Industrials . We also will use the ETF that tracks the same. The

symbol is DIA.

We monitor the underlying individual stocks for buys and sells in order to overweight the portfolio to what is
expected to outperform and underweight the portfolio with what is expected to underperform.

REVIEW since last issue

3/17 We do have some potential new buys as noted in the right box above. One position was stopped out. |

am also buying DIA (the Dow 30 index ETF) with a tight stop.

3/10 No changes. With the market sell off, we may get further “set ups” to buys or we may get stopped out.
We’ll just have to see.
3/3 Sell TRV as noted above and watch T, which is potentially setting up a new buy signal. 1’ve raised the
stops also.
2/24 KO has set itself up for a potential buy, if it closes above the buy stop as noted above.
2/18 No new buys, except for potentially VZ for this week to watch for.




New recommendations

None this week.

(Continued from page 1)

For the market to return to
cheap levels, it will need to drop
50%. But with short-term interest
rates at zero, how would this be
possible? Over the last year (at
least), each sell off is met with
buying. Sell offs are mild. In-
vestors are buying.

This is reflected in the per-
centage of advisors who are bull-
ish. Ittoo is near record levels.

At the same time, there is no
recession in sight. Leading indi-
cators remain trending up. Those
aforementioned sales and profit
trends should continue upward
for at least the next six months.

So, underlying fundamentals
are strong and should continue in

that fashion. Stock prices reflect
this already. To continue this
trend, we need for the economy
to boom in the months ahead,
which is unlikely, or for stocks to
head sideways to down, which
would work off the overvalua-
tions.

As mentioned, previous rec-
ord price peaks coincided with
overvalued market prices, not
with a recession. Recessions de-
velop later, after stocks peak. It
is the overvaluations that lead to
market corrections that might
lead to bear markets.

In the meantime, see the
portfolios for more information.




Descriptions & Disclosures

PORTFOLIO DESCRIPTIONS (pages 2 and 3)

Our guiding goal is to provide the most return with the least risk.

The two portfolios were started on 1/1/10 with $100,000. Beginning in 2012 (12/31/11), the official portfolio for measuring the
newsletter performance is the Stock Portfolio only.

Portfolio changes will usually be made at the close on Monday (the day this eNewsletter is posted), or if a position is stopped out, the
close that day, unless otherwise noted.

Portfolios are updated through the preceding Friday’s close.

Stock dividends are paid in cash. Interest is assumed to be zero for the money market (cash) position. Commission costs to buy and
sell are assumed to be $10.00 per trade.

The S&P 500 TR (total return) includes dividend reinvestment.

SUBSCRIPTIONS: To receive Stock Selections & Timing, you may subscribe in one of three ways. You may subscribe
on the web site InvestmentST.com using PayPal or call 1-800-800-6563 for credit card orders (Discover, American
Express, Visa, Mastercard) or send a check to the address on the front page. Subscriptions may be tax deductible.

The recurring monthly subscription is $49.00. An annual subscription is $395.00. Subscribers receive this weekly
eNewsletter. There is no mailed issue. Subscribers retrieve the current issue at the web site InvestmentST.com by
logging in using a log in name and password. There may be emailed hotline reports between issues.

Unless otherwise noted, the weekly eNewsletter is posted by 1:35 PM central time every Monday, except for holidays
and then on Tuesday. It may contain actionable, specific buy or sell advice to take that day or during the week.
Symbols, rather than names, are the official identification used for activity.

GUARANTEE: Subscriptions may be cancelled at any time. Annual subscriptions are refundable for the term
remaining with a one month minimum charge of $49, using a 12-month count. A monthly subscription just expires.

PUBLISHER: Watercourse Way Holdings, LLC publishes this newsletter.
REPRINTS: This eNewsletter is intended for subscribers only, reprints are not permitted. Please do not share.

DISCLAIMER: The information contained herein is assembled from sources who are believed reliable, but the accuracy
of data or advice cannot be guaranteed. Past performance does not guarantee future performance. Portfolio values
include a commission of $10/trade, dividends in cash. The S&P 500 Total Return is a broad based equity index and may
or may not be useful in comparing returns. Security values fluctuate. Information is provided without consideration for
your personal situation. Watercourse Way Holdings, LLC its members and associates may or may not invest identically
to or at the same time as portfolios or advice shown herein. They may or may not own company shares mentioned
herein and may or may not buy and sell at any time.

COPYRIGHT: Copyright, 2010-2014, Watercourse Way Holdings, LLC. All rights reserved.



