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Groupthink - a function of primitive herding 
According to Yale’s Robert Shiller, people who communicate regularly and are exposed 

to the same news media, tend to think similarly. For the same reasons, their investment 

portfolios, managed by the most reputable wealth managers tend to mirror each other. 

Precisely where catastrophes can most easily be prevented they will strike the hardest 

to confiscate the most. Despite the looming dangers, their asset allocations are still, 

http://stockcharts.com/public/1317031
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predominantly long. Little or no thought has been given to the fact that the third highest 

valuations can’t last nor that the risk of remaining long is far greater than the paltry 

returns being earned. Once wild volatility commences valuations can only go into free-

fall, while peak earnings at the crest of the cycle have already had the expense side cut 

to the bone so the only way to raise earnings per share is to through share repurchase 

programs.  

 

Just when mean-reversion is the highest, at the crest of the cycle, pedestrian wisdom 

has both portfolio managers and their clients following like sheep on their way to be 

slaughtered. Since 2000, two market plunges have not managed to change their 

strategies much, from here on out the first strike will confiscate at least the same 30% 

as in 1929 & 1987, while if they are persuaded to hold for the long haul their entire 

security will be wiped out, as the market proceeds to confiscate 97% of all capital that 

remains invested for the “LONG term”. It would appear that most of these well-healed 

clients will be heartlessly humbled, both psychologically and economically, by the 

impending Market crash. If they naively continue on the paths they are on could be 

wiped-out into severe downward socio-economic mobility.  

Obviously, if people did think independently, rather than as a “herd”, markets would 

counter-balance the actions of some with the opposing actions of others, so neither 

Bubbles, nor Boom/Bust Cycles could be possible. As Nobelist, Robert Shiller’s research 

reveals that the same individuals who conclude the market cannot be timed, have the 

smug conviction that if a market crash were to occur, their fortunes would promptly 

bounce back a third time. This is sheer self-deception, this time no Fed put can save 

them, and bounce as they expect is uniquely a Bull Market phenomenon, this is a Bear 

Market in which stocks and bonds will concurrently plunger mercilessly for the long-

term. 
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Figure #1 The New-Wave Elliott™ Long Count–from a Supercycle Perspective 

 

 

Markets from Nature’s perspective 

As a biologist, I changed the course of my career to go onto Business School when 

NYU’s Stern Graduate Business School was just down the block form Wall Street rather 

than becoming a doctor I went to seek my fortune on Wall Street - from my perspective 

doctors worked too hard and didn’t make enough money to for their sizable investment 

in education and for putting off earning money for so many years.  

I see things a bit differently than others. If markets were truly efficient, outsized profits 

like those we garnered in the last several weeks would be a mere lucky streaks, unlikely 

to be repeated as Shiller reasons above. Recently I’ve been getting the same “good 

call” comment over and over, as if these clients and observers expected a one-trick 

pony. On the contrary, as we approach the Crash, my mastery of Elliott insures even 

more frequent good calls. Mastery of Elliott opportunistically perceives the sequential 

overvaluations and under-valuations as signs of increased irrational herding, 

characteristic of a looming catastrophe.  
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Restless ‘human herding’ intuitively senses impending danger  

 In their vestigial tendency to ‘seek safety in numbers,’ humans augment the herding 

instinct. “At times when survival is threatened”, herding grows far more pronounced, 

as if humans were still running for their lives in the wild. As Charles Darwin 

interpreted, it was precisely these primitive, adrenaline-fueled fight or flight responses 

which were ultimately responsible for our survival as a species, which no longer serves 

us, but instead lead to panic and financial catastrophe.  

Such herding instincts, create the extreme market inefficiencies which in turn, allow 

Exceptional Bears to reap outsized profits by swing trading the shorter-term pendulum 

swings from overvalued to undervalued, and back again. Elliott (short for the Elliott 

Wave Principle) allows us to accurately identify and exploit such market inefficiencies 

for thrilling wins and rapid compounding of wealth, exceeding Einstein’s Eighth Wonder 

of the world - compound interest. 

Mastery of Elliott for Windfall profits to prove Robert Shiller wrong! 
As 2013 Nobelist Robert Shiller writes, “we know from simple economic reasoning that 

day-to-day changes in stock prices cannot be very forecastable, since such 

forecastability would be too good a profit opportunity to be true; it would be too easy 

to get rich” - this is precisely our commitment: to facilitate your rapid, upward mobility. 

As you become wealthier, most others will be forced into serial downsizing, they get 

caught in a spiral of downward, economic mobility so that your gains we earn make you 

relatively far wealthier. I intend to prove that Robert Shiller’s viewpoint does not apply to 

exceptionally-guided investors. 

New-Wave Elliott™ harnessed for rapid upward mobility 

New-Wave Elliott™ is our highly-evolved version of the Wave Principle, advanced & 

refined over my lifetime, to fill-in the missing pieces left by RN Elliott, and result in the 

foremost tool for market analysis, windfall trading profits and rapid socio-economic  

upward mobility,  while avoiding the high-risk associated with rapid wealth 

accumulation. In other words, expect to grow rich. Not just subjectively, but most 

importantly, in relation to everyone else. While most conservative investors will be 

forced to serially downsize, your financial security will increase at a much faster rate, as 
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the prices of nearly everything drop in an accelerating deflationary spiral to result in 

increased purchasing power. If you merely maintain your current spending habits, your 

wealth will compound far faster than rabbits can breed.  

From the eagle eye’s view spanning 1900 to the present of figure #1, New-Wave 

Elliott™ empowers us to harnesses the Supercycle Bear Market for the most thrilling 

ride of a lifetime, to compound wealth beyond your wildest dreams.  

Market Magnitude explained 

As R.N. Elliott designated magnitude, Papa Bear, Mama Bear & Baby Bear correspond 

with Supercycle, Cycle & Primary Degrees. In Elliott, waves 1, 3 & 5 are impulse waves, 

normally thought of as Bull Markets contingent on their magnitude, while waves 2 & 4 

are corrections and Bear Markets.  

At first, this is a difficult concept to assimilate and integrate into your wealth-building 

strategy, so in my work you will find market magnitude consistently color-coded 

according to their hierarchy. The easiest way to embrace the concept of magnitude, is 

to think of it as Papa Bear, Mama Bear & Baby Bear Markets. Baby Bear represents the 

Market’s baseline, Primary Degree, Mama Bear, which morphs to twice Primary Degree 

the magnitude of represents Cycle Degree, while Papa Bear entails 4x the capital 

destruction as Mama Bear, Cycle Degree, to personify Supercycle Magnitude.   

Going forward magnitude augments in 400% increments 

In simple terms, up to Mama Bear, Cycle Degree, magnitude augments in a single semi-

log steps, or 2x.  However, in the morphing process from Cycle to Supercycle degree, 

impulse waves, both bullish & bearish increment via two, sequential semi-log steps to 

result in 4x Cycle magnitude, while its corrections, rather than incrementing 

proportionately, remain stunted to 1/16 of the new impulse magnitude, as if they were 

rapid-fire intermediate corrections tow degrees of magnitude lower, to merely pause, 

before the subsequent plunge. This is one of my more significant discoveries, when 

remains overlooked by all others.  

The Supercycle phenomenon in Bull Markets 

In a Bull Market, this phenomenon is best demonstrated in the long Bull Run between 

1982 and 2000, to result in a 19-fold price appreciation, in the longest Bull Market in all 

of history. Aside from the volatility of the Diag II, the most bullish of all patterns, which 
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served to forecast the subsequent sky-rocketing trajectory, nevertheless encompassed 

the 1987 Crash. The trajectory from 1982 to 2000 can be described as extraordinarily 

smooth, & nearly void of corrections, until magnitude began gearing back-down between 

1996 & 1998.  

The Supercycle phenomenon expressed as inverted Bearish impulse waves  

In Bear Markets, impulse waves become inverted so that the larger trend turns down, 

while corrections demonstrate the same magnitude disparity to merely pause, as we 

experienced between 1929 and 1932, but proceed at breakneck speed to destroy vast 

amounts of capital, as witnessed in wave (C) of Supercycle (II) - a Bearish impulse 

wave.  

Original Discoveries found nowhere else 

The proof that these are our original discoveries, still to be recognized, is that neither 

RN Elliott, nor any of his followers, have ever been able to reconstruct the wave count 

at Supercycle degree contained between two parallel lines in log scale.  

Even Mandelbrot’s most quoted observation that “all charts scale the same, without the 

legend you don’t know whether you’re looking at a price pattern spanning 10-minutes 

or 10-years” excludes the Supercycle wave where scaling becomes temporarily 

suspended. The obvious inference is that the next plunge to complete Wave (A) 

remains highly underestimated. The worst that could happen under the current 

paradigm is a drop of 1/16 of the actual. 

Our financial paradigm, remains in denial of Mandelbrot’s undisputable proof, going 

back 35 years. In essence, the frequency and magnitude of hair-raising, extreme 

volatility, recently dubbed Black Swans: The Impact of the Highly Improbable, Fooled 

by Randomness, both read like novels by Nassim Nicholas Taleb. They occur 100x 

more often than our financial paradigm acknowledges. If the maximum volatility which 

our financial paradigm forecasts to cumulatively occur in over 10,000 years, befalls in 

actuality over a 100 years, as occurred in the 20th Century, before the advent of 

programmed trading, that amounts to a gross underestimation of 100x the estimated 

“value at risk”. All this has been swept under the rug. For the same reason that JP 

Morgan’s London trader, known as the whale, was responsible for a $50m loss, risk 

experts just 5% of such loss was theoretically “at risk”, the financials models of the 

http://www.amazon.com/Black-Swan-Improbable-Robustness-Fragility/dp/081297381X/ref=sr_1_1?s=books&ie=UTF8&qid=1419113267&sr=1-1&keywords=black+swans
http://www.amazon.com/Black-Swan-Improbable-Robustness-Fragility/dp/081297381X/ref=sr_1_1?s=books&ie=UTF8&qid=1419113267&sr=1-1&keywords=black+swans
http://www.amazon.com/Black-Swan-Improbable-Robustness-Fragility/dp/081297381X/ref=sr_1_1?s=books&ie=UTF8&qid=1419113267&sr=1-1&keywords=black+swans
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investment industry remain highly inadequate in their ability to ability to forecast, 

contain or avert catastrophic losses, from which even he wealthiest of individuals & 

families can never recover. 

What’s more, if my deduction that unprecedented Fed intervention has resulted in 

market magnitude morphing to Grand Supercycle, then the extent of gross under-

estimation goes far beyond imagination. To put this in perspective, just ponder counter-

party contagion which quaked the very foundations of our financial system resulting 

from counter-party risk from the collapse of Long-term Asset Management in 1998.  

Once hailed as having the best finance department in all of Academia, Long-term Asset 

Management included four Nobel Laureates, some of the very ones which devised risk 

parameters, nearly took down the financial system during a mere down-shifting of 

market magnitude prior to completion of the Bull Market. Similar underestimation 

resulted in the demise of Lehman Brothers and Bear Stearns in 2008. 

The Fed is totally powerless against the Godzilla Bear Market 

The Godzilla Bear Market has morphed to such dimensions as to withstand any 

shenanigans the Fed could possibly pull this time. The investment industry, rather than 

making preparations for the category 10 Financial Hurricane, continues to construct 

portfolios as if the already stretched market valuations were to continue in a perpetual 

Boom. Nature re-establishes equilibrium by the most efficient means, without the 

slightest regard for the shattered lives which result. Attempts by the Fed to perpetuate 

the Boom, only mean the catastrophe must occur in a flash of unfathomable 

proportions, not to be concluded until the totality of the excesses from the longest Bull 

Market in history compounded by Fed manipulation are entirely wiped-out.    

 

In the wake of a $US collapse T-bonds will trades at deep discounts  

Those entrusted to shepherd wealth continue to irresponsibly overweight equities, which 

invariably tank in Bear Market declines.  While even the long/short hedge funds 

favored because they lost less than the Market in 2008, will not fare so well in a 

cataclysm of 4x the dimensions, many will go the way of Long-term Asset Management. 

Even T-bonds have become high risk/low return certificates of guaranteed 

confiscation. With the collapse of the $US, T-bonds will trade for deep discounts to hint 

at the high likelihood of default. Elliott originally published what has come to be known 
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as the Elliott Wave Principle as “Nature’s Law”. Yet few seem to be aware of Nature’s 

self-correcting characteristic. Meanwhile Shiller’s P/E 10 remains at the 3rd highest level 

of overvaluation in history second only to 1929 & 2000.  

Certainly we are not so gullible as to believe the Fed did any more than postpone and 

magnify the catastrophe required to free-up, recycle & redeploy mal-investment 

resulting from artificially low interest rates. The Fed has been running the printing 

presses non-stop for 14 years and its liquidity infusion originated with the Greenspan 

Fed four years earlier. Its strategy to fend-off deflation was to flood the Money Supply 

to fuel inflation, which has not worked.  With Bust part of the Boom/Bust Cycle still 

ahead, the only way the excesses of the previous Bull Market can be eliminated, to 

foster a sustainable economic recovery is through the slaughter of most investors via 

concurrent Market Crashes in the China & the US, to restore the economic equilibrium 

required for the next Economic expansion. Just as the US pulled its liquidity from 

Germany after the Second World War, China will likely pull its sovereign wealth to keep 

its jobless population fed to avert revolution. Just as night follows the day, there can be 

no perpetual summer, no Boom can remain perpetually on life-support. 

The optimal Bear Market strategy 

If the impending Crash and subsequent cash crunch were acknowledged, every sensible 

investor would have cashed-out by now.  Those more intelligent or clever would have 

concluded that other than bounces in dollar-denominated gold & oil, inverse funds will 

emerge as the few asset classes to make money in the Crash. Taken a step further, if 

they are optimally swing-traded, they represent the optimal Bear Market strategy. 

Exceptional Bear below you will find our asset allocation, however don’t delude yourself 

into thinking you can buy & hold as in Bull Markets. Unless they are optimally swing 

traded they will return only a fraction of their potential and will likely lead to allot of 

sleepless nights once the Fed-fueled bounce begins. Why not hire us to guide you 

through the turbulence. As you might well imagine, our service pays for itself many 

times over through outsized profits which you could never earn any other way. To learn 

more about our risk-free trial subscription click here. 

Take another glance at the Supercycle channel in figure #1. While the Supercycle Bull 

Market required 18 years, to nearly traverse the channel’s width, Bear Market from 

1929 to 1932 accomplished the same relative trajectory in just three years. A variation 

http://www.exceptional-bear.com/3.html
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of this scenario is what you can expect to recur, only the channel’s width will more than 

double in the imminent plunge.  

Elliott’s empirical observations followed to their logical conclusion 

Although RN Elliott was never able to construct the count in figure #1, with the inclusion 

of a few, critical adjustments, it extends his empirical observations to their logical 

conclusion. I derived the count from scratch by reconciling Elliott’s framework with my 

own empirical observations over 25 years, in addition to the crucial insights gleaned 

from Nobel Laureate, Robert Shiller & Benoit Mandelbrot - the father of fractals who 

certainly earned his Nobel, which remains to be awarded posthumously.  

The essence of Market fractals 

In figure #1 from 1906 to 1932 you see Supercycle Wave (II) spanning 26 years, 

followed by Supercycle (III) traversing 1932 to 2000. Supercycle (III) in turn contains 

two Cycle Bear Markets, Waves II & IV. Likewise imbedded within Cycle Wave III, you 

find two Primary Bear Markets, labeled waves 2 & 4, and finally nested within Primary 

Wave 3 there are two Intermediate Bear Markets, waves ii & iv. This is the essence of 

fractals – the structure first identified by Mandelbrot, which results in the structure of the 

whole being echoed in its parts & sub-parts down to the smallest 1-second time 

increments.  

Log Scale distortions 

One of the deepest insights you can gain from this chart is the significance of log scale. 

The 5th Cycle Wave beginning in 1979 morphs to Supercycle degree to replace Cycle V 

entirely as Supercycle (III). It’s the only segment since 1932 to unfurl at Supercycle 

Degree, and by far the longest & strongest Bull Market in all of history. Although the 

price territory of this last segment spanning 1982 and 2000 exceeds the entire previous 

trajectory prior to 1979, without understanding log scale, the virtual explosion of stock 

prices is entirely missed.  

At Supercycle Degree, of 4x the magnitude of Cycle degree, corrections become 

disproportionately dwarfed to create a smooth appearance, void of proportional 

corrections.  

Next, observe price increments running into each other as they approach the top of the 

y-axis on the right. Such bunching, is a distortion characteristic of log scale, when 
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increments of the geometric progression occur in multiples of 10, akin to: 1, 10, 100, 

1000, 10,000. Viewed in the equal increments of arithmetic scale, you get a totally 

different perspective to reveal a “Jack & the Beanstalk elongation”, the chart no longer 

fits on a piece of paper and the lower part of the chart becomes a horizontal line with a 

slight slope.  

The year 2000 marks the end of the Great Bull Market and the beginning of the 

Supercycle (IV) Bear Market, its proportional “correction”. Although Supercycle (IV) 

has the same magnitude, duration and a nearly identical (A)-(B)-(C) structure as 

Supercycle (II), the two alternate, so that the longest Bearish plunge occurs in wave 

(A), instead of wave (C). Meanwhile, Wave (B)’s function of climbing the high-diving 

platform to Crash, in Supercycle (II) is fulfilled instead by waves B & D of the Diag II on 

the top right of the chart.  

The long, Bearish E-wave which springs from that most Bearish of all Elliott structures, 

dwarfs its Bullish reciprocal Diag II, to presage the Dow plunging to approximately Dow 

100, as marked by the dashed, red horizontal line. Due to deflation, its culmination will 

serve as both the Values & Price trough for the entire Supercycle (IV) Bear Market. 

 

As Elliott observed, this is the reason the channel featured in figure #1 must be 

widened after Supercycle (IV), the 4th wave, to accommodate Grand Supercycle degree 

of 4x the previous magnitude, to replace Supercycle (V), in the same way that 

Supercycle (III) replaced the entirety of Cycle V.* If you take time to reconcile the text 

with the chart figure #1 as read along each step of the way, you will gain an invaluable 

understanding of Elliott, to join the ranks of less than one in a million investors. Not only 

will you be able distinguish a legitimate Elliott count from its pretenders, knowledge is 

power, and even such perfunctory understanding will enable you to make masterful 

Asset Allocation decisions to multiply your wealth faster than ever before, while your 

peers suffer catastrophic losses. This is an invaluable map, to reap windfall profits, 

simply put it into practice. Even if you lack the courage to follow its insights to their 

logical conclusion, at the very least, it will allow you to avert catastrophic losses. 

  

In a high P/E environments inverse funds outperform 
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Shiller writes that only when P/E ratios are low we can invest safely for the long haul.  

From his perspective, the “long haul” means 5-10 years. Extreme valuation troughs 

create the prime buying opportunities, marked in the hollow blue line in the values chart 

of figure #2 were 1921, 1932 & 1981 when P/E 10 ratio hit lows. These occurred at 

Supercycle (II)’s Bear Market troughs in Waves (A) & (C), and at the culmination of 

Cycle Wave IV C in 1981 demonstrated in figure #1. As you view the Markets History 

from a Supercycle Perspective, these three dates were great times to buy for the long 

haul. If we reverse the logic, it means that when P/E ratios are high such as NOW, 

second only to 1929 & 2000, inverse funds are your ticket to exceptional out-

performance. Swing trade the panic overreactions, and you will compound your wealth 

one windfall after another. 

A Low P/E Investment Climate versus today’s stretched present valuations 

At the other end of the value spectrum, outside of historic bubbles in 1929 and the all-

time high valuation of 44 in 2000, P/E 10 is at its third highest, currently stands at a 

menacing 26.5 times according to Shiller. 

Deep discounts at Bear Market troughs 

As Russell Napier’s, Anatomy of the Bear, highlights.  In Supercycle Bear Markets, P/E 

ratios drop to a minimum 60% discount in the lesser of two troughs. While the more 

severe Supercycle trough, witnesses valuations plummet to a 90%+ discount.  The Bear 

Market’s intrinsic volatility, presents optimal opportunities to compound wealth via 

swing trading. The Elliott labeling in figure #2 is our own New-Wave Elliott™; it 

replicates the long wave count in Figure #1. These data have been massaged by 

Andrew Smithers to include Shiller’s 10-year moving average P/E relative to Tobin’s 

snapshot q-ratio valuations.  

 

 

 

 Figure #2 Market Values & the New-Wave Elliott™ Count 
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High-Volatility facilitates the swiftest wealth accumulation 
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Here it’s worth mentioning that most investors are capable of perceiving volatility as 

the cascading Niagara sort. Yet, volatility works both ways. For those inversely 

invested, the same volatility which confiscates the herd’s wealth, results in the 

skyrocketing appreciation of inversely-targeted ETFs, surpassing the windfalls of any 

Bull Market. When such volatility spikes are opportunistically compounded by swing 

trading, they combine the best of both Bull & Bear, to aggregate wealth at breakneck 

speed.  

Fear moves markets more swiftly and violently than Greed 

Since fear moves markets far more swiftly & violently than greed, nothing compares 

with the rapidly mounting profits mounting of a panicking herd in inverse funds.  Such 

vestigial, adrenaline-fueled primordial fear provokes an irrational, run for your life 

reaction, far more melodramatic & menacing than the loss of money. How else can you 

explain the rationale of buying Treasuries at a guaranteed loss? While the same 

investors could simply hold cash in a panic, for them the cost of safety is no object!   

Wealth-confiscating volatility for the “long only” sheep, concentrates their losses as 

windfalls for the relatively few, Exceptional Bears.  
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Figure #3 Volatility Clusters in Bear Markets & Bullish Diag IIs 

Supercycle Bear Markets are sequenced by extremely low valuations 

 

 

Mandlebrot’s chart above substantiates the financial paradigm’s denial of incalculable 

“fat tail risks” which stretch far beyond the bell-shaped curve’s normal distribution. 

Although they occur infrequently, its far more often than your money manager or broker 

realizes. After a long stretch since 1932, there have been only a few days in which 

volatility spiked owing to Bear Market volatility as opposed to the those generated by 

the Bullish Diag II in 1987. In just a matter of years, such volatility Spikes confiscate the 

wealth accumulation of a lifetime as investors flight to safety leaving valuations at  or 

near all-time lows. While the experts will categorically assure you to hold, most haven’t 

got a clue. However, should you liquidate your portfolio, the income stream you 

provided the broker is often lost for good. As Shiller states, after a run of overvaluation 

when the risk/reward ratio makes no sense, a period of undervaluation follows when few 

have the cash or the mindset to scoop up the bargains of a lifetime. In essence, there’s 

currently a potentially miniscule profit, juxtaposed against ruinous losses. Take full 

advantage of this Santa Claus Rally to liquidate.  
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Don’t be led astray by the power of perceived Authority 

Like Martin Armstrong who predicts Dow 32,000 in 2015, beware of the power of any 

perceived authority. Never relinquish your ability to think independently, the legendary 

experts, real or imagined are rarely able to keep their wits about them for the long-

run, realize that in this Market Crash the experts must largely be wrong! As Alan 

Greenspan states in his “Map & the Territory”, during the Financial Crisis, the experts 

were all wrong. On the eve of Lehman’s collapse, Goldman was predicting a 15% 

earnings increase! How wrong can you get!  

 

Others market mavens bolster their inflexible “set thinking” by falling back on the 

Bernanke “put”, which according to popular folklore will always make markets spring 

back – Warning! This time, such pedestrian wisdom will send you to the fabled “poor 

house”. (an euphemism for homelessness) don’t let anything deflect your focus from 

wealth preservation.  Realize that most so-called experts merely tag-along with news 

about price movements, just as they did in Bull Markets.  

 

Just because the herd is in Bullish mode does not make it optimal. Most often, herds 

are little more than trend-following sheep, or worse lemmings, which hurl themselves 

over a cliff to their deaths, one after the other.  This is no Bull Market, and your bullish 

conditioning must be eradicated if you are to survive & prosper in the face of adversity. 

This is a man-eating Mega Bear, first step aside, so you can weigh your options 

logically. While the immediate threat to your personal wealth is great, the opportunity to 

compound your wealth faster than ever before has never existed.  This Bear is similar to 

the one responsible for Livermore’s $100 million fortune at the 1932 trough from short 

selling stocks. The major difference between then and now is that Bernanke & company 

have greatly magnified the catastrophe by artificial manipulation in Messianic 

megalomaniac attempts to force a perpetual Boom, if ever you hear how Ben Bernanke 

“saved the US from Deflationary Depression” watch out, this is not a clear-thinking 

individual!  The cataclysm hasn’t even begun, and while being kicked down the road, it 

has continued to morph it magnitude incognito. 
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My expert Elliott analysis is far more valuable  

& cost-effective than inside information 
An expert Elliott analysis is better than inside information, and totally legal.  As Jesse 

Livermore discussed in Reminisces of a Stock Operator, oftentimes intentionally 

misleading “tips” are opportunistically leaked to facilitate the liquidation of large blocks 

of insider stock. However, the actions of insiders and the Mega Bear Market leave 

tracks on the Elliott chart – which relate far more than any pundit’s forecast.  

 

BNY Mellon’s Lifestyle Portfolio vs. the Exceptional Allocation 

Barron’s December 1st issue of Penta, the magazine which targets well-heeled 

individuals with a liquid net-worth in excess of $5m, reveals BNY Mellon’s (“bony 

melon”) the more conservative “Lifestyle portfolio”, intended to preserve their clients’ 

current lifestyles. In Bear Markets all long stocks go into free-fall, this is a Mega Bear 

Market. Therefore, the idea that anyone invested according to this model portfolio will 

escape ruinous losses is pure delusion! 

 

Figure #3 BNY’s downwardly-mobile portfolio for the Bear Market Plunge 

 

Fixed Income    26.8% 

US Larger Cap    23.1 

International Equities   9.5 

Emerging Market Equities    7.5 

Private Equity    7.5 

Long/Short Hedge Funds  6.6 (130/30 meaning 81% long/18.7% short) 

Us Small/Mid Cap   4.5 

Absolute Return Hedge Funds      3.3 

Private Equity Real Estate  2.5 

Managed Futures   2.5 

High Yield Debt   2.0 

Real Estate    1.5 

Emerging Market Debt  1.5 

Commodities    1.2 

 

The best portfolio that money can buy will lose at least 83% to the trough! 
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Right off the bat, realize that the inclusion of hedge funds is mere window dressing. A 

futile attempt at offsetting ruinous losses in 80% of the portfolio with shorts consisting of 

18.7%. The math indicates a shallow hedge against a plummeting market. In the crash 

between 27 & 30% will be lost in a flash. If held to the trough these well-heeled families 

will be forced into middle class. With highly cultivated and discerning “champagne 

tastes these clients will be reduced to beer-bottle pockets”. If they hold for the long run, 

at least 83% of their wealth will conservatively disappear, despite reassurances that the 

most clients can lose in a 12-month period is 20%. 

Obviously such allocation presumes a continuation of the Bullish trend of a bygone era, 

rather than it’s imminent, abrupt & dramatic reversal. Above in BNY’s model portfolio 

only those assets underscored in green are likely to appreciate in the next three years, 

the rest will be guaranteed losses.  

One of BNY’s clients is quoted as saying “they’ve don’t a good job” with his portfolio 

generating “stable Market-rate returns”. (approximately half as much as the 

benchmark S&P’s appreciation since the 2009 trough) To buy inflation protection in a 

deflationary deflation gives a hint of how far behind the times these managers are. In a 

deflationary depression, inflation protection provides is an exercise in futility. Such 

allocations provide insights into rear-view mirror allocations and losing asset mis-

management. 

The bottom line is that the mediocre 40% return BNY earned since 2009 is a very poor 

trade-off made in the name of delusional capital preservation. Capital invested 

according to this model will inflict deep psychological wound, result in a series of 

lifestyle down-sizing’s …this mediocre return traded for the assurance they would not 

lose more than 20% in a catastrophic event 

In Barron’s subsequent issue a former Madison Avenue art gallery manger turned 

independent advisor, is now working under the auspices of Morgan Stanley is quoted as 

being “high on hedge funds”. The Polk group, of which she’s a partner, oversees $9bn 

for 150 clients with an average account size of $37.5m. Her portfolio consists of 50% 

stocks, 30% absolute return hedge funds (wishful thinking) and 20% bonds.  No doubt, 

like BNY’s model portfolio, such asset allocation represents the fast track to downward 

socio-economic mobility. 
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In sharp contrast below you see Exceptional Bear’s upwardly mobile portfolio 

consisting of the ten asset-class ETFs and two money market surrogates 

 

Inverse Financials               10.0% 

Inverse Real Estate      6.7  

Inverse long-dated US T-Bonds    6.7  

Inverse Small Cap      6.7 

Inverse Biotechnology     6.7 

Inverse China      6.7 

Long Gold       6.7 

Long Oil        6.7 

Long the $VIX volatility Index (most of the time)      10.0 

Long Emerging Markets     6.7___________ 

           

          73.6% 

Money Market Surrogates 

Long the Euro            7.5 % 

Short the US Dollar     7.5___________ 

         15.0% 

 

Cash                       11.4%______ 

            100% 

 

 

Money issues are one of the leading causes of broken homes. Spiraling downward 

mobility is not only highly stressful but also socially embarrassing. Friends and 

acquaintances who can no longer “keep up with you” economically, will drop off  & 

move away to avoid the embarrassment. Like attracts like, so those who will be drawn 

to you in the future are the beneficiaries of Economic Depression – either brilliant 

investors like you or entrepreneurs, who make fortunes by allowing the masses to save 

money on necessities – this obviously explains the proliferation of bargain markets.  

 

A triple Top T-bonds spells the end of low rates 
A triple Top T-bonds below indicates the final chapter of the reversal from a 30-year 

Bond Bull Market to a Bond Bear Market of like duration. Unlike in January 2014, when 

we were the sole believers in the Bond Rally, this time, interest rates must rise, 

http://www.exceptional-bear.com/51.html
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especially with China and Japan likely repatriating the some or all of the 40% of US 

sovereign debt the now hold. 

 

 
 

 

“Ridicule is the tribute paid to the genius by the mediocre” Oscar Wilde 

To follow the Exceptional Bear’s upwardly mobile portfolio, simply take a round 

number such as $100,000, and follow the real-time closing pricing and the jot down the 

current prices.“Public Stockcharts” once a month or so compare it to your own click 

here. This public list contains our entire portfolio in weekly increment candlesticks with 

real-time valuation per share in the top right corner as the closing price. We are 

currently swing-trading the XIV the inverse volatility ETF for the Santa Claus Rally. 

Likewise, on Friday we scaled-out of YANG, the inverse China ETF, after locking-in a 

10% gain in a week. Next we wait for it to drop back most of that 10%, to buy it back at 

such a low cost as to minimize risk.  We follow the same strategy day-in and day-out, as 

others are on the wrong side of Market.  

 

Eduardo Mirahyes 

 
 

http://stockcharts.com/public/1317031/tenpp
http://stockcharts.com/public/1317031/tenpp
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