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It’s official. The bull market in stocks is over.
It is now a bear market, which means the trend is down for the foreseeable future.
The NYSE, which is the broadest market index in the US has broken both of its bull market
trendlines from the 2009 lows.

The S&P 500 which has outperformed the NYSE due to its heavy weighting of tech stocks (the
top performers), is about to play catch up.
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If that line breaks, it’s GAME OVER for stocks. By the look of things, I don’t see anything
stopping this from happening.
Indeed, the S&P 500 is a mere week or so away from triggering my official “bear market”
indicator. This is only the third trigger in 25 years. The last two were April 2001 and April
2008. Both of them preceded major bear markets and crises.
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Now some of you are no doubt saying to yourselves, “wait a minute, three weeks ago, Graham
wrote that there were no signs of the sell-off being more than a typical market correction. What
changed since then?”
The credit market BROKE. Up until today, the credit market was simply signaling “risk off” as in
a normal market correction.
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That all changed over the weekend. The price war for oil between Saudi Arabia and Russia has
blown up the junk bond market. And we are now seeing signs of contagion spreading
throughout the credit markets.
This is precisely what happened before the 2008 crisis.
Credit spreads on high yield bonds has broken its bull market trendline.

This metric has lead stocks since the 2009 bottom. And it is leading stocks to the downside. It is
telling us 2,450 is coming on the S&P 500.
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Other credit gauges suggest stocks are going lower.

Again, EVERYTHING has changed. What was originally a normal market sell-off has now become
a CREDIT event. ALL OF THAT HAPPENED OVER THE WEEKEND.
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By the way “credit event”= the debt bubble, the one that began in 2009, is bursting.
With that in mind, we are selling out of all of our longs. It is time to get SUPER defensive. I
realize this is awful to sell on losses, but those losses are only going to get larger going forward.
It is highly likely we are about to enter an actual crisis.
Action to Take: Sell the Emerging Markets ETF (EEM)
Action to Take: Sell the European Financials ETF (EUFN)
Action to Take: Sell Workday (WDAY)
Action to Take: Sell Ultralong S&P 500 (SSO)
Action to Take: Sell ETSY (ETSY)
Action to Take: Sell Ultralong Russell 2000 (UWM)
Action to Take: Sell Pfizer (PFE)
Action to Take: Sell the Brazil ETF (EWZ)
Action to Take: Sell the Mexico Fund (MXF)
Action to Take: Sell the Microsoft (MSFT)
Action to Take: Sell the Apple (AAPL)
Action to Take: Sell Facebook (FB)
Action to Take: Sell Alphabet (GOOGL)
Action to Take: Sell Visa (V)
Action to Take: Sell Mastercard (MA)
Action to Take: Sell Oracle (ORCL)
Action to Take: Sell Kinder Morgan (KMI)
I would be HEAVY in cash at this time. Those of you who want to profit from the carnage can
open the following bear market trades.
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Semiconductions are going to collapse

Action to Take: Buy the UltraShort Semiconductors ETF (SSG)
Tesla (TSLA) is going to completely unravel its entire rally.
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Action to Take: Short Tesla (TSLA)
The same is true for Shopify (SHOP)

Action to Take: SHORT Shopify (SHOP)
I’ll have more trades to you as things progress.
Now… the big question is… “can the Fed stop this?”
Typically, the Fed would start cutting interest rates and launch QE to combat a crisis.
This time around the crisis started when the Fed was ALREADY doing both. On top of this, the
Fed has begun providing MASSIVE amounts of liquidity to the financial system and it has had
ZERO EFFECT.
The Fed’s balance sheet EXPLODED upwards by $83 BILLION last week. And stocks were barely
able to finish the week FLAT.
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Today, the Fed announced it would expand its repo operations from $100 billion to $150 billion.
Stocks didn’t even blink at the news hitting their worst collapse for a Monday since Black
Monday in 1987.
So, what can the Fed do?
Rate cuts aren’t working.
QE isn’t working.
Remember, the Fed is already doing $60 billion in QE and an emergency rate cut by 0.5%... and
stocks are STILL CRASHING.
Moreover, what effect would QE or more rate cuts accomplish? Bond yields are already at
RECORD LOWS!
The Fed is screwed.
The only thing the Fed could do at this point to stop a full-scale crisis would be to start buying
corporate debt or stocks.
Except the Fed can’t do this. It’s not authorized to do it. In order for the Fed to make these
moves, it would need CONGRESS to authorize these actions by changing the Federal Reserve act.
There is no indication Congress is interested in doing this. At all.
Put simply, the Fed is powerless to stop what’s coming. It might be able to ignite a bounce here
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or there, but the debt bubble has burst. It’s game over.
Again, we are entering a bear market. I have no idea how long it will last nor how bad it will get.
But for now the trend is DOWN.
I wish I had better news for you. But I don’t. By the look of things the situation is going to get a
lot worse before it gets better.
I’ll touch base with you again if anything changes. Barring any major developments you’ll next
hear from me this Thursday in our usual weekly market update.
Until then…
Best Regards,

Graham Summers
Chief Market Strategist
Phoenix Capital Research
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