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Rolling

he minor negative diver-
gence between the Dow
Industrials and Trans-
ports | talked about last week
has been confirmed by both in-
dexes with their closings below
their previous low prices estab-
lished before the divergence.

June 3, 2013 (data through previous Friday’s close

This is marked on the chart be-
low with a vertical line.

This is new market behav-
ior from over the last 6 months
when negative divergences were
not confirmed with both selling
off and when they were fairly
quickly erased by combined ral-
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lies in both indexes.

In addition to the negative
divergence, both indexes broke
through their uptrend lines.

To be sure, this is a very
tight and narrow divergence at
the present. Still, the most like-

(Continued on bottom left on page 4)
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This is the daily chart of the Dow Industrials (top) and Transports (bottom).
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Model YTD 52-week 26-week  13-week 4-week 1-week
Stock Portfolio 7.3% 9.7% 7.2% 1.5% 0.4% _ 0.6% | |Page 2...Stock
Dow30 Portfolio 10.3% 8.7% 9.0% 6.0% 13%  0.7% Page 3...Dow 30
Page 4...Featured
S&P 500 TR 182%  26.6%  17.1% 6.5% 0.9%  0.8% Page 5...Disclaimers
Dow Industrials 17.9%  21.5%  15.9% 5.9% 0.9%  0.9%




Stock Portfolio

ACTION FOR PORTFOLIO DETAILS Value as of date: 6/7/2013
Closing
Action Action #of  Action stopas Yield at Buy Start End # of Current  Percent of
Dates Action Symbol Price Shares Value| |Symbol of 6/9 buy Limit Price  Price Shares Value Total
15-Apr  sell ANIK 12.82 700 8,964 | |GENC 8.00 756 7.01 2278 15,968.78 10.4%
W 1.00 0.87 1.49 7,500 11,175.00 7.3%
29-Apr  sell WT 1.81 500 895 | |OPLK 13.00 12.84 18.39 600 11,034.00 7.2%
6-May sell AOSL 7.71 1,100 8,471
6-May sell WTT 1.82 1,000 1,810
MCGC 12.9% 440 438 504 1,500 7,560.00 4.9%
20-May  sell SILU 1.49 10,000 14,890 NGPC 8.7% 715 7.04 6.61 2,000 13,220.00 8.6%
MvVC 3.8% 13.00 12.71 12.78 1,200 15,336.00 10.0%
10-Jun sell TAXI >14.40 600 GAIN 8.0% 755 748 7.40 1,000 7,400.00 4.8%
TAXI 7.0% 11.40 11.36 14.40 600 8,640.00 5.6%
Above in green show s end price still below buy limit.
Below is watch list for potential purchase at or below buy limit.
SILU 1.37 10,000
Dividends 5,932.50 3.9%
Money Market 1.00 57,282  57,282.00 37.3%
Total Valuation= 153,548.28 100.0%

REVIEW since last issue

6/10 Take profits in TAXI above $14.40. No other changes.
6/3 No changes. The dividend payers got hit somewhat last week because of the Fed QE questions.
5/28 Took profits on SILU and will look to reenter at lower prices.
5/20 ALSK came within a penny of my buying zone. It dropped to $1.66 and has since shot back up by

12%. Won’t chase it. SILU shot up also and will look to take some profits with the idea of reentering on
pullbacks. GENC reported good earnings and growing cash stash; it’s still valued at less than their net cash
in the bank; can someone take them private please?
5/13 No changes.
5/6 Stop the loss on AOSL by selling. Take more profits in WTT. ALSK is added to the watch list.
4/29 No changes.
4/22 Positions pulled back with the market last week.
4/15 Take profits in ANIK.

|

2010/ 2011] 2012]ytd 2013 Incptn|

Stock Portfolio 12.3% 214 50 7.3 533
S&P 500 TR 15.0% 1.9 14.1 18.2 58.1

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: 6/7/2013
Closing
Action Action # of Action Stop as Start  Ending # of Current Percent of
Date Action Symbol Price  Shares Value| |Symbol of 6/9 Description Price Price  Shares Value Total
6-May sell MSFT 33.72 387 13,040
6-May sell T 37.09 309 11,451 INTC 24.00 20.08 24.59 519 12,762.21 11.2%
MSFT 34.10 32.71 35.55 370 13,153.50 11.6%
13-May  sell XOM 90.10 136 12,244 MRK 46.25 45.95 48.17 265 12,765.05 11.2%
13-May  buy MSFT 32.71 370 12,113
13-May buy  MRK 45.95 265 12,187
3-Jun sell AA 8.52 1,422 12,105
10-Jun buy T 345 TO BE ADDED, IF ABOVE SELL STOP
10-Jun buy BAC 900 T 34.75
BAC 12.55
TO BE ADDED, IF BELOW BUY LIMIT
AA 8.21 buy limit
Money Market 1.00 74,939 74,939.00 66.0%
Total Valuation= 113,619.76 100.0%
Company Symbol Company Symbol For this portfolio, we seek to outper-
Alcoa AA JP Morgan JPM form the Dow Industrials using pro-
ggn:}:;;an Express giP g;if; o igr prietary timing and weighting formu-
Bank of America BAC McDonalds MCD ,I[ﬁz (g;cvellrj]gdiﬁﬁrsg tr\]/l\;(tayafégcvl\(/?lff
Catepillar CAT 3M Company MMM h uh .k h
Cisco csco Merck MRK E‘rie the EJ'T t gltrp?c s the same.
Chevron CVX Microsoft MSFT € Symbot Is '
DuPont DD Pfizer PFE . S
Disney DIS Proctor & Gamble  IPG We monitor the underlying individu-
GE GE ATT T al stocks for buys and sells in order
Home Depot HD Travelers TRV to overweight the portfolio to what is
Hewlitt Packard HPQ United Technologies [UTX expected to outperform and under-
IBM IBM Verizon 4 weight the portfolio with what is ex-
Intel INTC Wal-Mart WMT pected to underperform.
Johnson & Johnson |INJ Exxon Mobil XOM

REVIEW since last issue

6/10 Will look for a trade from the two new buys.

6/3 If rates rise, the economic recovery may stall. Time to sell AA.
5/28 No changes.
5/20 No changes.
5/13 Sell one position and buy the two others. One is to reenter a sold stock at a higher price; MSFT
corrected back down. As usual, the two positions will each be roughly 10% of the total portfolio.




Feature Company (none)

(Continued from page 1)

ly scenario to watch for now,
therefore, is for a further minor
pullback and then another rally
that takes the Industrials probably
(but either one) to recovery highs,
but that high again is unaccompa-
nied by the Transports (or the
other). This is a topping or distri-
bution phase. After which should
come a bear market that takes the
market down a “normal” 20%-
50%.

Stocks, after all, have come a
long way in terms of duration and
magnitude since their March
2009 bottom. A bear market is
past due.

Since 2009, the economy has
recovered. Jobs are being creat-
ed. Real estate has turned the
corner. Leading indicators are

still trending higher. The odds of
a recession are basically at zero
percent. Stocks have rallied for
good reasons.

So, why, given the decent
economy and recovery, would the
stock market roll over?

The PE ratio for example,
depending on how one measures
it, is nearing 20x. That is expen-
sive. Dividend yields are low;
the S&P 500 yields a mere 2.2%.
But the main driver to rallying
stocks, obviously, has been lower
interest rates in the form of quan-
titative easing. What happens
when the “punch bowl” is pulled
from the party? That is the new
talk.

Higher interest rates should
knock stocks lower, even if the
economy remains in recovery

mode. Right now, it is simply the
talk of higher rates that is increas-
ing rates, rather than fundamen-
tals, like higher inflation. But
with 10-year Treasuries recently
hitting 2.2%, the same as the
S&P 500 yield, the spread is not
as attractive as it has been.

So, I’m watching for another
rally to recovery highs that sets
up a larger negative divergence
that is accompanied by excessive
bullishness and increasing inter-
est rates.

Please see the individual
portfolio pages for any changes.




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, 2010-2013, Watercourse Way Holdings, LLC. All rights reserved.



