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THE “SLOW GROWTH FOREVER” 
GLOBAL ECONOMY IS 
STRUCTURAL NOT CYCLICAL

 It is important to have context with economic and 
stock market data. 

 The “slow growth forever” global economy is 
demographically driven, thus, there is no quick or 
easy fix to raise growth rates.

 Higher growth rates are necessary to support debt 
and standard of living. 

 When we see conflicting data, we need to ask: 
why are there conflicts in the data?

 Understanding cyclicality within the broader “slow 
growth forever” reality gives us perspective that 
most investors do not have.

 Small investors are usually a contrary indicator. I 
would rather invest alongside others who 
understand that the economy is in a long-term 
structural slow growth period.



ACCORDING TO 

THE OECD…
 The global economic outlook 

continues to darken…

 Trade and political tensions fuel 
risks of persistent low growth…

 Governments can reverse the 
spiraling costs of uncertainty and 
invest more…









EUROPE IS NOW JAPAN











WHAT IS THE LOGICAL 

OUTCOME?

 Economic growth is slowing down…

 The trade wars are directly impacting global 
growth…

 Corporations are holding back on 

investing…

 Hiring is flattening out…

We must watch for a rise in 
unemployment. If that happens, then 
we know that:

• The economy is in trouble as 

consumer spending falls…

• Corporate investment falls more…

• The stock market is in trouble as 
corporate earnings falls…

• And, about half of laid off people 
cash in their retirement plans when 
out of work for longer than 90 days. 



WHERE ARE THE MARKETS NOW? 

Does is pay to add risk now? Or, wait for a stock market correction?







 The phrase “alligator jaws” 
has special significance in 
investing. Normally, “alligator 
jaws” close. 

 It appears that markets are 
due for a correction or a bad 
correction. Neither is good for 
investors obviously.

 The alligator jaws in the 
picture are open very wide. 
The MSCI World Index is 63% 
American stocks, so we are a 
part of the problem. 

 The first “support” level seems 
almost certain to occur, that 
would  mean about a 20% 
drop in equity prices across 
the board, with many doing 
worse. 

 The second support level is 
more likely if we see a 
recession in the next year or 
so, even a mild recession in 
my opinion. That represents a 
nearly 40% correction.

Alligator Jaws



IF ECONOMIC GROWTH IS 
SLOWING AND STOCK 
VALUATIONS ARE HIGH, THEN 
WHAT IS THE LIKELY RESULT FOR 
STOCKS IN THE SHORT-TERM? 

What really is the risk to investments?





HOW DEEP A 

CORRECTION?

• The chart on the previous page 

was what I identified as risk 

levels in January 2018.

• The chart at left is updated. Pay 

attention to where last 

December’s stock market 

correction got down to. 

• I believe that a correction is 

likely by the end of 2020 and 

will be at least as severe as Q4 

2018 and more likely to reach 

the next support level down.



PEOPLE ARE ANXIOUS 

FOR HIGHER RETURNS 

NOW. IS THAT SMART?

Does it make sense to chase returns 
when:

• Stock valuations are high…

• Economic indicators are flattening 
out and turning over from historical 
highs…

• Political uncertainty is nearly 
unprecedented…

• Corporations are holding back on 
business investments…

What happens next on this chart? See the next page…











DOES THIS LOOK FAMILIAR? GO BACK TO THE FIRST SLIDE IN THIS SERIES…



PATIENCE PAYS OFF IN THE LONG-RUN

 I believe that the stock market is overvalued 
for expected growth.

 Economic indicators are flattening out 
already and some are already turning 
negative.

 The combination of high valuations and 
slowing growth is a major headwind to a 
continued rise in stock and ETF prices. 

 Rather than chase the stock market, I 
believe that we are better off waiting for it to 
come back to us in the form of a stock 
market correction.

 I expect the stock market to fall soon, likely  
to near the 2300 level on the S&P 500 by late 
2020. That would represent well over a 20% 
correction from recent stock market highs.

 Therefore, I am holding large amounts of 
cash in investment accounts. 

 Conservative accounts should be looking to 
raise cash or money market (fixed accounts in 
some 401k) levels to 75% of total account 
value by early Q1 2020 in my opinion. I 
believe start the process now.

 The plan is to buy our “A List” of investment 
ideas when the times come. 



A PRIMER ON SELLING 

CASH-SECURED PUTS FOR 

THOSE USING OPTIONS.
Reduce risk…

Receive income…

Buy stocks and ETFs you want at lower prices 

than today’s price.









WHY SELL CASH-SECURED PUT OPTIONS

 You are attempting to buy stocks and ETFs at 

prices below today’s price. In this way, 

selling a cash-secured put is like setting a 

limit order to buy…

 The big differences are that there is a specific 

time frame for the duration of the contact 

and that you receive income for selling the 

put…

 Regardless of whether a stock or ETF falls to 

the price you are willing to buy at, you keep 

the income.

 This approach reduces your equity risk versus 

buying at today’s price…

 And, of course, you are increasing your 

income. 

 For example: 

 XYZ Company is trading for $35 per share 

today.

 You sell a cash-secured put for XYZ 

Company, expiring in January, for a strike 

price of $30 and receive $2 in premium.

 You keep the $2 per share no matter what.

 You are obligated to buy the shares of XYZ at 
$30 between now and January. 

 If the price falls to $30 or below, you will end 

up owning shares in XYZ Company.

 If the price does not fall to $30 or below, the 
contract expires and you can write a new 
cash-secured put on XYZ Company or 
another investment that you would like to own 
at the right price. 





RINSE AND REPEAT

 Earlier in the presentation I showed some charts that 

illustrated bottoming ranges in the stock market.

 Some companies and sectors get to their bottoms 

earlier than others.

 We want to sell cash-secured puts in accounts with 

enough cash to buy assets at low prices. 

 Selling the puts allows us to raise significant premium 

income as option premiums are high when volatility is 

high. 

 The “trick” is not to set “strike” or buy prices to high.

 Normally we will buy a stock or ETF for a partial position 

and then sell a cash-secured put to receive income 

and set a lower price buy more if the price falls further.

 Either way, we are getting a lower realized cost on the 

security we are accumulating.

When our stocks and ETFs rise to 
cyclically overbought levels, but only 
small pullbacks are expected, we can 
sell (or write) covered calls to receive 
premium income again. 

If the stock or ETF becomes more 
overvalued, our strike price on the 
covered call results in us selling that ETF 
or stock for a net higher price than we 
would have received today. 

Selling cash-secured puts and covered 
calls is a risk management tool that 
adds cash income to our portfolios.


