
With the market recently breaking above 2500, there seems to be nothing to dampen the bullish
exuberance. The recent run, which has largely been focused on areas in the market with the most
sensitivity to tax cuts, has exploded over the last two weeks to record highs. That explosion has
also lead to a surge in the Market Greed/Fear Gauge which comprises different measures of
market complacency and bullishness.
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But the rush to chase performance can be clearly seen in the chart below of the S&P 600 index
(small cap) which is now 4-standard deviations above the 6-month moving average.

Then there is the widely viewed CNN Fear/Greed Index.

 Of
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course, not surprisingly, with investors as optimistic and bullish as they can be equity to money
market ratios are at extremes.

And "Dumb Money" is continuing to pile into markets as "Smart Money" is willing to sell positions to
them.
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After 9-years of a bull market, and pushing a 270% gain from the lows, investors have now
decided it is now time to get back into the market. But that is the nature of a bull market, and
particularly one that has entered into the final stages of long-term cyclical advance, where the last
of the "holdouts" are sucked back into the game. As we enter into earnings season, we once again
enter into the "beat the estimates game," where analysts act surprised that companies "beat"
lowered estimates. In the short-term, these "beat rates" will provide support for the bullish case, but
in the long-term, it is valuations and actual revenue growth that matters. I agree with Doug's
sentiment yesterday:

•Massive injections of liquidity from the world?s central bankers
Passive investing (quants and ETFs) are now dominating markets (at nearly 40%) at the
margin
Machines and algorithms, as well as many individual investors, are behaving differently as
they are now programmed and conditioned to buy the dips.
17% of the listed shares outstanding have been retired in corporate stock repurchases since
the Generational Low in March, 2009.
More than half of the listed companies on the exchanges have disappeared over the last
eight years

"We have a Bull Market in Complacency." -•Doug Kass

Clearly. Here's your reading list to for the weekend.

Trump Tax Cuts...

We Elected You, You Owe Us•by Caroline Baum via MarketWatch
An Analysis Of Trumps Tax Plan•by The Tax Policy Center
GOP's Views On Tax Plan Is Propaganda•by Bob Bryan via Business Insider
Bravo To The GOP For Their Tax Plan•by Stephen Moore via The Washington Times
Trump's Tax Cuts Will Be Small In The End•by Robert Samuelson via RCM
Link Between Tax Cuts & Growth Is Tenuous•by Kate Davidson via WSJ
Trump's Tax Plan Promises Are All Wrong•by Annie Lowrey via The Atlantic
Politicians Forget That Real People Pay Taxes•by Ira Stoll via RCM
Tax Reform, The Time Has Come•by Wayne Brough via The American Spectator
If The GOP Can't Pass Tax Cuts, It's Over•by Adam Brandon via Washington Examiner
It Won't Pass - Buffett & Fink Blast Reform Plan•by Tyler Durden via ZeroHedge
Exposing Democrat Lies On Tax Reform•by Betsy McCaughey via NY Post
Trump Pushing Pass-Through Businesses•by Pedro Da Costa via BI
Tax Cuts Will Widen Gap Between Rich & Poor•by Eduardo Porter via NY Times
Detail On Who Pays What In Taxes via RIA

Markets

Bear Market Closer With Each New High•by Michael Sincere via MarketWatch
The Holy Grail Of Investing•by Alex Barrow via Macro Ops
What If High Stock Value Revert?•by Haghani & White via Bloomberg
The Coming Bear Market?•by Robert Shiller via Project Syndicate
More Stocks Are Driving The Market•by Alex Rosenberg via CNBC
The Are No Bears Left...Not One•by Kevin Muir via The Macro Tourist
The Stock Market Impact Of Tax Reform•by Bryan Borzykowski via Morningstar
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Transports Resurgence Bodes Well For Market•by Michael Kahn via Barron's
Why Your Neighbors Stock Buying Is Bearish•by Mark Hulbert via MarketWatch
US Shale Not As Strong As It Appears•by Nick Cunningham via OilPrice.com
Could The QE Unwind Trigger A Liquidity Crisis•by Lucy Burton via The Telegraph
Small Cap Rally Is Over Extended•by Tyler Durden via ZeroHedge
Value Is Getting Hard To Come By•by Vitaliy Katsenelson via RIA
Active Vs Passive Conflict•by Doug Kass via RIA
Wall Street Fear Hits A Historic Low•by Mark DeCambre via MarketWatch

Research•/ Interesting•Reads

Lenders Continue To Loosen Standards...Big Time•by Mark Hanson via MHanson.com
Your Investment Risk Isn't What You Think by WSJ
4-Fundamental Skills Of All Investing•by Morgan Housel via Collaborative Fund
Skilled Managers Should Hold Fewer Stocks•by Amy Whyte via Institutional Investor
Machine Learning For Investors•by Druce Vertes via Alpha Architect
Active Managers Are Having A Great Year•by Joe Ciolli via BI
How Dollar Weakness Affects Wall Street•by Simon Constable via US News
This Is A Crisis Bigger Than Any Gov't Can Fix•by John Mauldin via Mauldin Economics
JP Morgan: Here's What Can Cause The Next Crisis•by Joe Ciolli via BI
What I've Learned In 14-Years Of Covering Retirement•by Robert Powell via MarketWatch
Nobody Know What Will Happen•by Geisinger & Dittli via Finanz Und Wirtschaft
Blissful Delusion•by John Hussman via Hussman Funds
"Most Hated Rally" Getting Record Love•by Dana Lyons via Tumblr
Stocks Aren't At All Fairly Priced To Rates•by•Jesse Felder via The Felder Report

?In a bear market all stocks go down and in a bull market they go up." - Jesse
Livermore

Questions, comments, suggestions ? please email me.

http://www.barrons.com/articles/transports-resurgence-bodes-well-for-the-market-1506369120?mod=BOL_columnist_latest_col_art
http://www.marketwatch.com/story/why-your-neighbors-stock-buying-should-worry-you-2017-10-03
https://www.nakedcapitalism.com/2017/10/u-s-shale-isnt-strong-appears.html
http://www.telegraph.co.uk/business/2017/10/04/unwinding-qe-could-trigger-financial-crisis-warns-jp-morgan/?WT.mc_id=tmg_share_tw
http://www.zerohedge.com/news/2017-10-05/small-cap-rally-over-extended
https://realinvestmentadvice.com/this-time-isnt-different-the-lack-of-value/
https://realinvestmentadvice.com/the-active-vs-passive-conflict-why-all-dips-are-bought/
http://www.marketwatch.com/story/wall-street-fear-hits-a-historic-low-as-stock-market-scores-rip-roaring-records-2017-10-05
https://mhanson.com/9-25-hanson-lenders-continue-ease-credit-big-time-necessity/
https://www.wsj.com/articles/your-tolerance-for-investment-risk-is-probably-not-what-you-think-1505096160
http://www.collaborativefund.com/blog/the-four-fundamental-skills-of-all-investing/
http://www.institutionalinvestor.com/article/3754089/investors-pensions/study-skilled-managers-should-and-actually-do-hold-fewer-stocks.html#/.WdZrC2hSzup
https://alphaarchitect.com/2017/09/27/machine-learning-investors-primer/
http://www.businessinsider.com/stock-market-news-active-managers-headed-for-best-year-since-financial-crisis-2017-10
https://money.usnews.com/investing/funds/articles/2017-10-03/how-weakness-in-the-dollar-affects-wall-street?ct=t(Selected_Recent_Stories9_26_2017)&mc_cid=70c1eeb12a&mc_eid=8f071ddf23
http://www.mauldineconomics.com/frontlinethoughts/global-retirement-reality
http://www.businessinsider.com/stock-market-news-jpmorgan-explains-next-financial-crisis-2017-10
http://www.marketwatch.com/story/what-ive-learned-over-14-years-of-covering-the-depressing-but-crucial-topic-of-retirement-2017-09-29
https://www.fuw.ch/article/nobody-knows-what-will-happen/
https://www.hussmanfunds.com/wmc/wmc171002.htm
https://lyonssharepro.com/2017/10/most-hated-rally-getting-record-love/
https://thefelderreport.com/2017/10/04/according-to-warren-buffetts-own-methods-stocks-are-not-at-all-fairly-priced-relative-to-interest-rates/
mailto:lance@realinvestmentadvice.com

