
s

EDITOR: DICK STERN CIO: BRAD LAMENSDORF

J A N U A R Y  2 0 1 7

+100% -25%75% 25% 0%50% -50%

s
The charts and graphs presented in LMTR’s newsletter are not produced by LMTR. The interpretation 
of the charts and graphs is only the opinion of LMTR and does not reflect the associated firms’ opinions. 

W E S T P O R T,  C O N N E C T I C U T 
B R A D @ L M T R . C O M

1LA
M

EN
SD

O
RF

 M
A

RK
ET

  
T

IM
IN

G
 R

E
P

O
R

T

As we begin the New Year, historic indicators are showing that market 
expectations are extremely optimistic. Valuation and sentiment 
indicators, for instance, are rivaling record highs. From a contrarian 
perspective, these record-high indicators are warning signals to watch 
out. We take these warning signs very seriously. Real time LIMTR 
subscribers received an alert advising them to re-short the 12 1/2% 
that was covered before the election, rebalancing exposure back to 
50% short.This issue focuses on seven particular charts that will be 
important for investors to monitor closely in 2017.

Seven Charts to Watch in 2017 
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Extremely high positive sentiment 
remains problematic, suggesting 
that a significant amount of 
funds available for investment 
have already been committed. As 
we’ve mentioned, sentiment is a 
contrarian indicator, and extremes 
typically mark tops and bottoms. 
Bullish newsletter writers stand at 
60.6%, which is an 18-month high. 
Bearish newsletter writers have 
fallen to just 17.3%. 

The bull/bear ratio is now in the danger 
zone at 43.3%. The smart money/dumb 
money confidence gauge, a proprietary 
indicator published by sentimentrader.
com, reinforces our view on sentiment. 
The current spread is exceedingly high, 
which is another negative for sentiment 
in general.

© Copyright 2017, All Rights Reserved www.investorsintelligence.com. Further distribution prohibited without prior permission.

© Copyright 2017, All Rights Reserved Sundial Capital Research www.sentimentrader.com.  
Further distribution prohibited without prior permission.
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The consumer confidence index 
measures the confidence level of the 
general public on the economy based 
on spending and savings. This tool is 
not directly linked to the stock market. 
However, it can be useful for spotting 
when expectations have become 
too extreme in positive or negative 
directions. The current reading of 113 
is at its highest in over 15 years. Going 
back further one can clearly see the 
elevation of the index in the 1980’s 
and 1990’s, recessions occurring 
at each point thereafter. Extremes 
typically occur at the beginning or end 
of a trend. Current expectations are 
definitely running high!
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Source:Source:   S&P Dow Jones Indices

Extreme Optimism = Bearish for Stocks

Extreme Pessimism = Bullish for Stocks Source:Source:   The Conference Board

Monthly Data 1967-02-28 to 2016-12-31Dow Jones Industrial Average vs. Consumer Confidence Index
((S1060AS1060A))

© Copyright 2016 Ned Davis Research, Inc. Further distribution prohibited without prior permission. All Rights Reserved.

See NDR Disclaimer at www.ndr.com/copyright.html. For data vendor disclaimers refer to www.ndr.com/vendorinfo/

DJIA Performance

Full History:Full History:   1967-02-28 to 2016-12-31

Consumer Confidence Is

% Gain/

Annum

% of

Time

  Above 110.0 0.51 21.72

  66.0 - 110.0 6.50 61.10

  Below 66.0 14.82 17.19

Buy/Hold = 6.54% Gain/Annum

Dow Jones Industrial Average (2016-12-31 = 19,762.60)

Consumer Confidence (Conference Board)

The importance of buying/selling climaxes 
was addressed in a recent issue of LMTR. 
This topic is definitely worth revisiting. 
The year-end acceleration of buying 
climaxes continues to alarm us. Buying 
climaxes take place when a stock makes a 
12-month high yet closes the week with a 
loss, signaling negative price action, and is 
a clear market negative.

© Copyright 2017, All Rights Reserved www.investorsintelligence.com. Further distribution prohibited without prior permission.
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Over the last several years the general 
market has been characterized by 
poor breadth. Similar periods of 
weak breadth also characterized the 
1998-2000 and 2005-07 eras. Each of 
these periods was followed by a bear 
market.
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Source:Source:   S&P Dow Jones Indices

Source:Source:   Ned Davis Research, Inc.

Daily Data 1981-07-15 to 2017-01-19

S&P 500 Index vs. Percent of NDR Multi-Cap Stocks Above 200-Day Moving Averages
((S244AS244A))

© Copyright 2017 Ned Davis Research, Inc. Further distribution prohibited without prior permission. All Rights Reserved.
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S&P 500 Index Performance

Full History:Full History:   1981-07-15 to 2017-01-19

% Above Moving Average is

% Gain/

Annum

% of

Time

  Above 61.0 11.13 53.48

  36.0 - 61.0 5.44 32.19

  Below 36.0 4.90 14.33

Buy/Hold = 8.37% Gain/Annum

S&P 500 Index (2017-01-19 = 2,263.69)

Percent of NDR Multi-Cap Stocks Above 200-Day Moving Averages(2017-01-19 = 70.7%)

Monthly Data 12/31/1924 - 12/31/2016 (Log Scale)

(S702A)

8/31/1929 = 85.7%

6/30/1932 = 26.3%

11/30/1936 = 70.7%

4/30/1942 = 18.9%

12/31/1965 = 69.9%
11/30/1968 = 73.8%

1/31/1973 = 77.1%

9/30/1974 = 35.3%

7/31/1982 = 31.4%

10/31/1990 = 42.6%

3/31/2000 = 164.0%

5/31/2007 = 124.8%

2/28/2009 = 58.1%

5/31/2015 = 137.0%

Very Undervalued

Overvalued

Bubble Territory

NDR Estimated value of 3900 U.S. common stocks: $24. 81 trillion
U.S. Gross Domestic Income (latest figure): $18. 97 trillion
Current ratio for 12/31/2016 ( ):  130. 8 %

GDP used prior to December 1946 (NDR Estimates prior to December 1928)
Gross Domestic Income used after December 1946

Calculation uses NDR Estimated Common Stock Market Capitalization of U.S.-based Companies
Dow Jones Total Stock Market Capitalization used from January 1973 through September 1980

NYSE Market Capitalization used prior to January 1973

Sources: S&P Dow Jones Indices, Ned Davis Research,
Bureau of Economic Analysis, Department of Commerce
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Stock Market Capitalization as a Percentage of Gross Domestic Income

 Copyright 2016 Ned Davis Research, Inc.  Further distribution prohibited without prior permission.  All Rights Reserved.
.www.ndr.com/vendorinfo/. For data vendor disclaimers refer to www.ndr.com/copyright.htmlSee NDR Disclaimer at 
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Stock market capitalization as 
a percentage of gross domestic 
income (GDI) is at its second highest 
level in 90 years. This highlights 
the extreme extent of stock market 
distortion, which can largely be 
attributed to artificially low interest 
rates. Because stocks are an 
unusually large percentage of the 
economy, a stock market correction 
would undoubtedly stunt economic 
growth. 
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Unlike earnings, which can be easily 
“massaged”, sales are much more 
difficult to manipulate. The price-to-
sales on the S&P500 is at its second 
highest in history, rivaled only by the 
2000 bubble. 

© Copyright 2017 Ned Davis Research, Inc. Further distribution prohibited without prior permission. All Rights Reserved.
See NDR Disclaimer at www.ndr.com/copyright.html   For data vendor disclaimers refer to www.ndr.com/vendorinfo/

DAVIS203

Standard & Poor's 500 Index Quarterly Data 1954-09-30 to 2016-12-31 (Log Scale)

© Copyright 2017 Ned Davis Research, Inc. Further distribution prohibited without prior permission. All Rights Reserved.
See NDR Disclaimer at www.ndr.com/copyright.html   For data vendor disclaimers refer to www.ndr.com/vendorinfo/

DAVIS203

Standard & Poor's 500 Index Quarterly Data 1954-09-30 to 2016-12-31 (Log Scale)
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Year Sales

2007 Actual 1,025.08

2008 Actual 1,042.47

2009 Actual 908.40

2010 Actual 962.71

2011 Actual 1,052.83

2012 Actual 1,092.37

2013 Actual 1,116.81

2014 Actual 1,163.32

2015 Actual 1,127.13

2016 Estimate 1,151.18

2017 Estimate 1,224.80

Standard & Poor's 500 Index
12-Month Sales x 1.02 (62.5-Year Median)

S&P 500
Gain/Annum When

Price/Sales Ratio Is:
% Gain/
Annum

% of
Time

* Above 1.26 1.30 30.11

  Between 0.83 and 1.26 7.55 39.78

  Below 0.83 12.40 30.11

Source:   S&P Dow Jones Indices, Standard & Poor's

S&P 500 2016-12-31 = 2238.83

S&P 500 at Median P/S 2016-12-31 = 1174.52

Standard & Poor's 500 Price/Sales Ratio
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Price-to-Sales Linear Regression

Sales based on S&P estimate for
latest quarter until actual sales released

NDR estimates prior to 1992

Market Expensive

Market Cheap

2016-12-31 = 1.94
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Contact us today to recieve this newsletter at the low annual price of just $299.

Phone: 203-557-3006	 Email: brad@LMTR.com

Please send a check to:	� LMTR 
PO Box 5087, Westport, CT 06881

We also accept

SUBSCRIBE TO THIS NEWSLETTER

Lamensdorf Market Timing Report is a publication intended to give analytical research 
to the investment community. Lamensdorf Market Timing Report is not rendering 
investment advice based on investment portfolios and is not registered as an 
investment advisor in any jurisdiction. Information included in this report is derived 
from many sources believed to be reliable but no representation is made that it is 
accurate or complete, or that errors, if discovered, will be corrected. The authors of 
this report have not audited the financial statements of the companies discussed 
and do not represent that they are serving as independent public accountants with 
respect to them. They have not audited the statements and therefore do not express 
an opinion on them. The authors have also not conducted a thorough review of the 
financial statements as defined by standards established by the AICPA.

This report is not intended, and shall not constitute, and nothing herein should be 
construed as, an offer to sell or a solicitation of an offer to buy any securities referred 
to in this report, or a “buy” or “sell” recommendation. Rather, this research is 
intended to identify issues portfolio managers should be aware of for them to assess 
their own opinion of positive or negative potential. 

The LMTR newsletter is NOT affiliated with any ETF’s Nor any investment Advisors.

DISCLAIMER

The Presidential election has injected a large dose of enthusiasm into an already 
overvalued market. This is very worrisome.  We are at our maximum, which is 50% 
net short.  Real-time LMTR subscribers will be alerted mid-month if this allocation is 
revised.

CONCLUSION
Brad Lamensdorf, a seasoned money 
manager and market strategist, is the 
CIO of The Lamensdorf Market Timing 
Report, a newsletter designed to 
help investors improve performance 
via market timing by assessing the 
environment of the stock market using 
a variety of technical, fundamental 
and sentiment-oriented tools from 
powerful independent research firms. 
Many investors mechanically enter 
and depart the market without a true 
“game plan.” Studies have shown that 
retail investors, in particular, are very 
poor market timers, tending to invest 
at or near market peaks and sell at or 
near market lows. The newsletter is 
designed to provide risk parameters for 
both professional and retail investors 
around the short-term stock market 
environment, giving subscribers better 
insight about when to allocate assets 
into or out of the equity markets.

Lamensdorf, a frequent guest 
commentator and analyst on major 
business networks including CNBC, CNN 
and Fox Business News, also serves 
as a Portfolio Manager and Principal 
of Ranger Alternative Management 
LP, a sub-advisor to the Advisor 
Shares Ranger Equity Bear Exchange 
Traded Fund (NYSE: HDGE). In this 
role, he conducts top-down technical 
evaluations of broader market liquidity, 
sentiment and breadth to help identify 
short and intermediate-term market 
trends, manage exposure and mitigate 
risk. HDGE was launched in 2011 and 
is the first and sole actively managed, 
short-only ETF in existence. 

Lamensdorf, also has managed 
investment portfolios for the Hughes 
family and was principal of Tarpon 
Partners, managing a long/short fund 
that was up more than 200% gross over 
six years. Earlier in his career, he was as 
an equity trader/market strategist for 
Taylor and Company, the Bass brothers’ 
trading arm, co-managing a short-only 
strategy in a derivative format with 
national exposure. He also served as 
the in-house market timing strategist 
for the entire internal and external 
network of Bass managers.

BIO
LAMENSDORF MARKET TIMING REPORT J A N U A R Y  2 0 1 7

http://www.lmtr.com

