
STOCK MARKET ACTIVITY vs. BUSINESS CYCLE ACTIVITY

LONG - TERM TREND COMPARISONS

Business Cycle Trending:

Stock Market Trending:

Long-Term Investing:

Business cycles are complex, unique, and drive the stock market.  Business cycle activity fluctuates due to a variety of economic factors, like 

employment, interest rates, and individual, government, and private spending which affect a national economy.  A SINGLE BUSINESS CYCLE 

CONTAINS AN EXPANSION PERIOD, A PEAK, A CONTRACTION PERIOD, AND A TROUGH.  While an expansion usually lasts for many 

years, a contraction usually lasts for less than two years, and the peak and troughs are generally contained with a monthly period.  Individual 

economists, government agencies, and private groups assess all the economic factors monthly and/or quarterly and report on the status of 

those economic factors and the business cycle.  These reports discuss the strength or weakness of the overall business cycle as well as the 

various economic factors.  Expansions reflect continued strengthening of the economic factors, with occasional weaknesses, until peaking and 

contractions reflect continued weakening of the economic factors, with occasional strengthening, until bottoming.

Stock market activity is random.  For decades, analysts have been trying to divine the behavior of stock market activity with the desire to 

maximize profits and avoid losses.  Short - term traders now have access to multiple software programs which attempt to predict the outcome of 

stock market investments.  Stock market activity is the culmination of minute-to-minute, hourly and daily micro, macro, and emotional inputs 

related to both individual stocks and the overall markets.  NO ONE OR NO PROGRAM CAN PREDICT AND INTERPRET ALL THE 

VARIABLES TO FORECAST FUTURE STOCK MARKET ACTIVITY.  Some aspects of technical analysis is valid when viewing large segments 

of the stock market.  Trends, most commonly referred to as moving averages, while not predictive, are helpful in identifying changes to past and 

current stock market directions.  The shorter the trend, or moving average, the less meaningful.  50 and 200 day moving averages have been 

the staples for technical analysis in the past, especially with short - term traders.  However, for long - term investors, even a 200 day moving 

average is far too short to be meaningful when the stock market is being driven by a business expansion which may last for many years.  Since 

stock market activity is random, and unpredictable, even long period moving averages, or trends, are not sophisticated or intelligent enough to 

be predictive to mid-expansion corrections.  For long - term investors, reacting to these mid-cycle expansion corrections is unacceptable.

Long - term investors are not traders!  As with value investors, long - term investors are focused on year over year returns and staying invested 

throughout a multiple year investment cycle.  Periodic stock market fluctuations, or volatility, within the investment cycle do not override the 

fundamentals of the investment decision.  THE ONLY SIGNIFICANT ISSUE FOR LONG - TERM INVESTORS TODAY ARE THE EXTREME 

STOCK MARKET FLUCTUATIONS WHICH RESULT IN CLIFF-LIKE DROPS THEREBY CREATING CRITICAL CAPITAL LOSSES.
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Long-Term Trend Analysis (LTTA) Notes:

The Successful Investment strategy is a stock market trending service provided free of charge.  Anyone can sign up for the daily emails sent out 

at the end of the stock market day.  This service attempts to avert the stock market cliff-like drop offs thereby avoiding critical capital losses.  A 

proprietary moving average, or trend, is used to shadow current stock market activity.  When the descending stock market activity crosses this 

trend line, a liquidation is recommended.  When the ascending stock market activity crosses this trend line, an accumulation is recommended.  

Some investors use stop-loss orders for stocks and ETFs which automatically trigger the sells.  

Although free and a seemingly simple and effective risk management tool, several serious issues can be found in this strategy.  ANY 

SIGNIFICANT STOCK MARKET FLUCTUATIONS, OR VOLATILITY, CAN TRIGGER SELL/BUY TRANSACTIONS WITHIN A BUSINESS 

CYCLE EXPANSION OR CONTRACTION.  First , notice the sell/buy activity during the business cycle expansion between 4/30/3 (start) and 

1/22/8 (end of expansion and start of contraction).  Instead of profiting $21.07 ($63.85 - $42.78), only $13.35 was profited ($8.97 - $2.62 + $7.23 

- $1.24 + $1.01).  During an EXPANSION, a subsequent buy made at a value greater the previous sell, the difference is LOST PROFIT (sell on 

5/19/4 for $51.75 and buy on 10/6/4 for $54.37.....selling and buying versus just holding).  Second , notice the sell/buy activity during the 

business cycle contraction between 1/22/8 (start) and 6/4/9 (end of contraction and start of expansion).  Instead of saving $17.10 ($63.85 - 

$46.75), only $8.56 was saved (-$5.49 - $4.27 + 18.32).  During an CONTRATION, a subsequent buy made at a value greater the previous sell, 

the difference is LOST SAVINGS (sell on 1/22/8 for $63.85 and buy on 5/6/8 for $69.34.....selling and buying versus not buying).  Third , any 

extra sell/buy activity will result additional trading costs.  Fourth , if investments are in taxable accounts, extra sell/buy activity may result in short 

term capital gains/losses versus long term capital gains/losses.  Fifth , with stock market trending, any additional sell/buy activity over an 

extended period of time may result in total savings, profit & loss values less then a simple buy and hold scenario ($52.83 with the Successful 

Investment strategy versus $56.11 with simple buy and hold).

The primary focus of LTTA, Long-Term Trend Analysis, is monitoring the business cycle.  Stock market high, lows, fluctuations or volatility, and 

noise (daily issues reported by the financial industry) are of no concern.  BUYING LOW AND SELLING HIGH, BASED UPON BUSINESS 

CYCLE CONTRACTION BOTTOMS AND BUSINESS CYCLE EXPANSION PEAKS, IS THE CORNERSTONE OF THIS STRATEGY.  Exact 

timing and values are irrelevant.  It is the quintessential process for value investing.  Rather than evaluating individual stocks to determine if they 

are undervalued, this strategy uses business cycle expansions and contraction to determine stock market value.  This process, or stock market 

value investing, will guide the investor to buy low, sell high, and avoid the current patterns of extreme stock market volatility.  Notice only one 

sell/buy activity was suggested for the previous expansion (4/16/3 through 1/7/8) and subsequent contraction (1/7/8 through 6/2/9).  No sell 

activity has yet been determined for the current business expansion which started 6/2/9.  Notice the differences in the totals/share values 

between the stock market trending strategy, buy & hold, and LTTA.  DIVERSIFICATION OF ASSETS DOES NOT PROVIDE PROTECTION 

AGAINST CAPITAL LOSSES AND IS A POOR RISK MANAGEMENT TOOL.

Successful Investment Strategy Notes:
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