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Three Pillars: BEARISH
On June 6, 2022 the stock market as measured by the S&P 500 rallied to close at 4121.43. As of Friday’s 
close, the index was at 4124.08. It’s not as if the market has been flat all this time, even though the indices 
are close to where they were last year. During the last half of last year, there were inflation-driven 
fireworks galore.

But fireworks have missing lately. Since March 31, the S&P 500 has been locked in an ever-shrinking 
range, as correlation breaks down. Some stocks zoom higher, while others, most notably regional banks, 
plunge deeper.

These offsetting moves are causing broad-market index price swings to become less volatile.

Our Pillars have also become less volatile. Short-term rates have gone flat since the last Fed meeting, 
while long-term rates remain pinned near the lowest levels seen this year.

Sentiment is also stuck. Our sentiment index is at a level that indicates some optimism, but nothing 
excessive.

The only Pillar that is interesting is commodity prices. Each time commodities prices break lower, the
momentum gets weaker. This is called divergence, and it’s something to pay attention to, as chartists 
believe divergence such as what we’re seeing is a sign that the trend is ready to reverse. That would be 
an unpleasant shock, because it’s widely perceived that goods inflation has been whipped and rate cuts 
will be the next move the Fed makes.

In the meantime, the inverted yield curve has us bearish.
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Pillar 1: BEARISH
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Short-term rates have stabilized since the last Fed meeting.
Long-term rates have also gone quiet since mid-March.
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Pillar 2: BULLISH
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Goods inflation is disinflationary. However, there is an interesting
trend in momentum that bears watching. A series of higher lows.
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Pillar 3: BULLISH

5

30%

40%

50%

60%

70%

80%

90%

30%

40%

50%

60%

70%

80%

90%

Jan-18 Jul-18 Jan-19 Jul-19 Jan-20 Jul-20 Jan-21 Jul-21 Jan-22 Jul-22 Jan-23

Advisor sentiment is little changed over the past month. Daily Data 2018 - 2023 (Linear Scale)
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How to Utilize Three Pillars
Three Pillars to Wealth provides an actionable signal for the US stock market. To utilize this signal could not be 
easier.

When the Three Pillars reading on page 2 is Bullish, you want to have a bullish stance on the stock market. The 
easiest way to do that is to buy an ETF that is based on a broad-based stock index. Depending on your risk 
tolerance, that could be SPY, SSO or SPXL. In real-world investing, we use SSO and SPY for the bulk of what we 
do. I am giving SPXL, which is extremely aggressive, a try with a small percentage of my investment capital.

When the Three Pillars reading on page 2 is Bearish, you want to have a defensive stance on the stock market. The 
easiest way to do that is to sell the stock index ETFs you purchased when the reading was bullish, and switch into 
money markets. Our primary accounts are at Fidelity (we receive no compensation from Fidelity), so we switch 
into their core money market fund. You can do something similar to this with any brokerage firm you choose.

The performance metrics you see on our web site assume that you make a complete switch back and forth 
between stock index ETFs and money market funds.

You can also use Three Pillars to assist in making decisions regarding your own investment portfolio that do not 
involve buying and selling stock index ETFs. For instance, let’s say you have a portfolio of stocks and conditions 
in the market are such that the Three Pillars reading on the market is bearish. You might consider selling some of 
your holdings, or you might hold off on buying stocks that you were contemplating investing in.

The bottom line is you can use Three Pillars to Wealth in a variety of ways to help you build wealth with 
confidence.
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IMPORTANT: Disclosure Statement

Don Fishback, his company, his employees and contractors (‘Publisher’) typically have an interest in the securities discussed.

The Publisher’s economic interest is subject to change without notice.

The views expressed are the views of the Publisher and are subject to change at any time based on market and other conditions.

The information in this report is not an offer to sell or the solicitation of any offer to buy any security and should not be
construed as such.

References to specific securities and issuers are for illustrative purposes only and not intended to be, and should not be 
interpreted as, recommendations to purchase or sell such securities.

While all the information prepared for this report is believed to be accurate, the Publisher makes no express warranty as to the
completeness or accuracy, nor can it accept responsibility for errors appearing in the web site.

Any performance figures contained herein are unaudited and prepared by the Publisher. They are intended for illustrative 
purposes only.

Past performance is not indicative of future results, which may vary.

There is a risk of substantial loss associated with trading stocks, ETFs, Mutual Funds, options and other financial instruments.
Before trading, investors should carefully consider their financial position and risk tolerance to determine if the proposed trading 
style is appropriate. Investors should realize that when trading options on stocks, ETFs or indexes, one could lose the full balance 
of their account. It is also possible to lose more than the initial deposit when trading options. All funds committed to such a 
trading strategy should be purely risk capital.

Quantitative backtests are simulated and hypothetical. One cannot invest in an index.

Hypothetical performance results have many inherent limitations, some of which, but not all, are described herein. No 
representation is being made that any subscriber will or is likely to achieve profits or losses similar to those shown herein. In fact, 
there are frequently sharp differences between hypothetical performance results and the actual results subsequently realized by 
any particular trading program. One of the limitations of hypothetical performance results is that they are generally prepared 
with the benefit of hindsight. In addition, hypothetical trading does not involve financial risk, and no hypothetical trading record 
can completely account for the impact of financial risk in actual trading. For example, the ability to withstand losses or adhere to 
a particular trading program in spite of trading losses are material points which can adversely affect actual trading results.

The hypothetical performance results contained herein represent the application of the quantitative models as currently in effect 
on the date of publication and there can be no assurance that the models will remain the same in the future or that an application 
of the current models in the future will produce similar results because the relevant market and economic conditions that 
prevailed during the hypothetical performance period will not necessarily recur. There are numerous other factors related to the
markets in general or to the implementation of any specific trading program which cannot be fully accounted for in the 
preparation of hypothetical performance results, all of which can adversely affect actual trading results.

Hypothetical performance results are presented for illustrative purposes only. There is no guarantee, express or implied, that 
long-term return and/or risk targets will be achieved. Realized returns and/or risks may come in higher or lower than expected.
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