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F.I.T. STOCKS 

Finding High Quality Growth Stocks to Build Healthy Investment Habits. 
 

Market Update 

MARKET HEALTH:  MARKET IS IN A CORRECTION! 

The Markets are still in a correction.  For the week, the S&P 500 declined 1.2% and the DOW and Nasdaq fell 1.5%.  Sellers of the market seem to be still having a commanding lead over the bulls in this market.  Most of our sell off days have happened in furious trade, while our up side days have shown little signs of healthy volume.  Although Black Friday seemed to be another first rally attempt for the markets, we must be cautious as it was done on a shortened trading day with the markets closing at 1pm, and on very light volume.  Retail stocks led the upwards move on Black Friday, closely followed by the beaten up financial stocks.  As healthy investors we would rather see the markets move up on healthy volume with stocks that are in leading industries, NOT stocks coming from the beaten up financials industries.  So when sellers remain in control of the market we want to wait patiently on the sidelines, monitoring the markets moves for healthy signs of buying and confirmation that the bulls have taken over again.  In addition, we want to monitor which industries and stocks are holding up strong and showing F.I.T. signs during this correction.  As healthy investors, we will consider this the off-season, we will keep ourselves in tip top shape and prepare ourselves for the up coming season as we wait for the markets to reveal themselves to us.  We will train hard, prepare our investment techniques, improve where we faltered and strengthen what we already do well, so that when we are called into the game we are ready to play.

Now let us take a look at the Charts of the S&P and Nasdaq to see what may happen next week.

This week we will take a look at the longer time frames of 3 year weekly charts and 6 month daily charts to get a better overall view.

Let us look at the Nasdaq first as it appears to be holding up the strongest of the 3 major index’s.
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Above is a 3 year chart with weekly price bars of the Nasdaq.  Weekly price bars mean that each bar represents the opening, closing, high, and low prices for one week of time.  In this 3 year picture it is plain to see that the Nasdaq has remained in a nice upwards price channel.  For the past 3 years the Nasdaq has consistently made lower lows and higher highs in price movement.  Currently, the Nasdaq is resting right at the 40 week moving average which corresponds to the 200 day moving average we use on the 6 month chart.  We would like to see the Nasdaq hold above this area of support at the 40 week moving average and the 2600 price level.  If the Nasdaq can hold this support we may see a bounce of the Nasdaq jump back up to the 2800 level.  If we can not hold this area of support and the trend line is broken we may see a quick 200 point drop of the Nasdaq down to the 2400 level.
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In this close up picture of the Nasdaq we get a great view of the support level at the 2600 level.  So far the Nasdaq has been able to hold the 200 day moving average.  In the following weeks we must monitor closely whether this support level will break or rise from it.  If it does rise the new market rally may confirm, if it does not we could see some fast selling on heavy volume and a quick 200 point drop to the 2400 level.  Let us be patient and wait on the sidelines for the markets to reveal themselves to us.  That is what healthy investors do.

The S&P 500 (Below)
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In the 3 year chart above the S&P broke above it’s upwards price channel in October of 2006.  Remember that whenever a major resistance level is broken that resistance level now become the support level.  As you scan to the right of the chart you can see 3 different times where the S&P touched down on this previous resistance level and acted as support. The S&P currently rest right on that support level once again.  The question remains whether this level will act as support again or will the price break through this 1432 level.  If it does, then we will now have the support level become the resistance level and could possibly see a dip down to the 1360 price range.  One big difference I notice in comparing the S&P with the Nasdaq is in the 10 week moving average.  If you notice in the S&P chart above, as prices went on to make new highs in September 2007, the 10 week moving average (orange line) was unable to.  If you take a look at the first chart above of the Nasdaq you can see that when new high prices were made the 10 week moving average also made new highs.  This is a much healthier sign confirmed in the Nasdaq chart.  
The 6 month chart below offers a great close up picture of the S&P.
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Next week it would be nice to see the S&P break above this short term downwards trend line.  If it does, we would then look to see if the S&P can break above the overhead resistance at 1485-1492, which would take us back above the 200 day moving average.  If the short term downwards trend line holds we could see the markets heading for more trouble and possible stumble down to the next area of support at 1350.  Only the markets know what they want to do, that is why as healthy investors we let the markets tell us what they want to do, we DO NOT predict or guess what the markets want to do.

PREPARING FOR THE NEW RALLY

As healthy investors we do not want to be buying stocks as the market corrects.  However, much like a great athlete in the off season, we can prepare ourselves and train hard as we wait for the upcoming season.  As we wait for the markets to show us it is time to buy again, and the new season for investing to begin, now is a great time to develop our game plan for the up coming season.  The first thing all great athletes do in the off season is establish a plan of attack for the upcoming season.  This plan helps them prepare, stay focused, and acts as a road map for a successful journey.  All of you have probably set out a plan for yourself at some point in your life, whether it be for a business, to get in shape, a family budget, or to save for vacation.  Written plans are the best way to set our goals, meet our goals, to measure improvement and success, and to stay focused and on task.  Investing is no different.  A Healthy Investor always has a plan, and as your F.I.T. Stocks Personal Investment Trainer, it is time to put your Investment Plan together.  Following is some helpful information for developing your Investment Plan and the very first step you should take to building Healthy Investment Habits.

Let’s get started!

Lesson 1: Developing our Exercise Plan to Build Healthy Investment Habits.

So, what makes a healthy investor?  A healthy investor has a plan.  The most successful investors have a written business plan of how they will invest in stocks.  Whether you plan to invest full or part time your written investment plan is your road map to investment success.  This Investment business plan should be your first step in building healthy investment habits. Do Not start investing without a Plan. Let us now take a look at what a solid Investment plan should look like.

 1. What are your Short and Long Term Investment Goals?

 You need to determine what your goals will be for your Investing.  Here are some important questions you should ask yourself.  What do you want to get out of your investing?  Do you want to be a part time investor or a full time investor?  Do you want to invest to generate extra income each month or do you want to have investing become your full time job?  What style of investing best suits your personality?  Make a list of both short and long term goals.  Under each of your goals, how will you measure your success?  Here is an example:

Short Term Goal: To make 10% on my investments each month.

Objective: To create a daily log of all my investments and review all investments made at the end of each month as to their success or failure and make notes accordingly.
Long Term Goal:  To become a full-time Investor.

Objective:  Within the next 3 years to have my investment income take the place of my employment income.

Write your dreams and goals down. It has been proven to improve your success rate dramatically.

2.  How much time will you dedicate to your Investing?

Set aside how much time you will dedicate to your investing goals.  Create an investment schedule and be precise about it.  Example:  I will spend Monday through Friday from 8-10 pm and Saturday from 7-11 pm to research, educate, and evaluate my progress.  Obviously the more time, practice and discipline you put into your investing the better your results will be.

 

3.  What is your account size?

How much money do you have set aside to invest?  This is important in that the account size will determine how we manage our portfolio.  I often hear people say that they do not have enough money to invest.  No account size is to small to begin building your investment nest egg.  Putting off learning how to manage your own money and invest is the bigger mistake.

 4.  How will you manage your Portfolio?

Managing your portfolio is the key to healthy investing.  The healthy investor will keep portfolio management simple, easy to manage and diversified.  Now that you have determined your account size, you next need to determine how you will allocate that money in your portfolio.  The best and simplest method is to divide your account size evenly and this will determine the price and quantity of stocks you can invest in.  For instance, if you had an account size of $20,000 and allocated $5,000 per a stock, you could then invest in a portfolio of 4 stocks, in 4 leading industries, with a price under $50.  The price of the stock will then determine how many shares of each stock you can buy. BAM! You’ve just become a portfolio manager. 

5.  Stock Selection

 Now that you know how you will manage your portfolio, you need to decide how you will select your inventory or stocks for the portfolio.  There are many ways to go about this.  First, determine whether you will invest in stocks based on fundamentals, technical chart patterns, or both. Then there are different styles of investing: Growth, Value, Blue Chip, Dividend, and ETF’s to name a few.  Next, set some type of criteria that each stock must pass to narrow down your investment list.  The key to stock selection is to narrow down a list of stocks until you find the few stocks that give you the best chance to succeed with a low risk high reward scenario.  In our F.I.T. Stocks Investment Newsletter we filter through thousands of stocks for superior fundamentals, in leading industries, with strong technical chart patterns.  We then narrow these stocks down to only the highest quality growth stocks that meet our F.I.T. criteria and then deliver this information to our subscribers every Sunday night.

 6.  Immediately determine how you will manage a Stock before you Buy it.

 Once you have a list of stocks that have passed your criteria for stock selection, determine how you will manage the stock before you buy it.  Before you buy a stock, you must set out a specific set of rules for you to follow on how you will manage this stock.  You need to determine where your buy point or pivot point will be in the stock, where you will sell the stock to stop your losses if the investment does not go the way you planned, and where you will take your profits or sell the stock when the investment does go as planned.  The most important message any healthy investor will ever pass on to you is cut your losses short and let your profits run.  When cutting all losses short you will always be there to invest another day.

 

Every successful and healthy investor will tell you it is of the utmost importance to establish a business investment plan before getting started on your road to successful investing.  A high quality investment plan will be simple and easy to follow.  It should give you precise rules to follow, so all emotion is taken out of your decision making process.  It should state “if this happens…than I do this…” NO QUESTIONS ASKED! Your investment plan is your mapquest to follow on your journey to investment success.

DO NOT START WITHOUT ONE.

 Happy and Healthy Investing,

 Steve Martin

Founder

www.fitstocks.com   

