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For over a quarter century, NorthCoast has been mindful of one key principle, creating a good long-term 
track record is more often built by avoiding losses as opposed to booking big gains. Every year since our 
founding in 1988, we have offered tactical investment portfolios that move to cash in an effort to avoid steep 
losses. It was this belief, coupled with our long-term performance, that attracted Investor’s Business Daily 
(IBD) to partner with us in January 2006. We proved our mettle during the bear markets of 2000-2002 and 
2008-2009 by preserving capital in client accounts. Managing market exposure is hard. It requires rigid 
discipline, vast research, and wise practitioners. Over the years, we have heard from many investors who 
took a short term success and extrapolated it into the future. It typically went like this, “I’ve been selling when 
the market is -5% off a high and then buying once it clears new ground. Look how that has worked from 
January thru October this year.” 
 
In our experience, believing short-term patterns have long-term efficacy is a quick way to lose money. It’s just 
not that easy (For examples, click here and here). Intuition alone (and now fear…) can be a harmful guide to 
navigating tumultuous markets. The hard-wired self-preservation mechanisms which urge us to act and stop 
the pain by going to cash when our portfolios suffer are not always the best to follow. Jumping back in when 
the markets have already appreciated leaves a substantial amount of value behind. Outperforming the market 
requires a well thought out approach. Our approach is well founded and disciplined. It takes into 
consideration price movement but also many other complementary indicators which have served us well, 
even just recently in October 2014. Learn more about the NorthCoast approach.  
 
Our current outlook: Bullish. 

Many of our tactical stock strategies (including CAN SLIM®) entered this pullback with 15%-18% cash while 
our Tactical Growth ETF program was holding 7% in fixed income positions. Given the recent market action 
and new data, our plan is to hold through in this period and possibly add exposure with new positions at 
attractive entry points. This volatile market and investor uncertainty may take 2-3 months to play out, but the 
metrics we monitor continue to paint a bullish picture. Here are just a few below:  

Valuation A slightly negative signal for many months has now turned positive. Our valuation 
reading is at its highest level since May 2013 with P/E multiples significantly decreased.  

Sentiment Volatility (VIX), which is measured as a contrarian indicator, is at its highest level since 
late September 2011. The University of Michigan Consumer Sentiment and short interest 
signals remain at bullish levels.  

Technical A declining 200-day moving average signals caution but other technical indicators remain 
in place, such as over-sold metrics. 

Macroeconomic GDP remains intact, jobs solid, and housing starts continue to increase.   
 
The plan moving forward? 

 As always, allow data & discipline to drive our decision forward 
 Execute stop losses when the risk outweighs the future return potential 
 Strategically increase market exposure with stocks displaying the most attractive return/risk ratio 
 Continue to monitor the market and adjust accordingly 
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This is the Plan 

http://www.northcoastam.com/pdf/marketupdate/NaiveTimingStrategyGraph.pdf
http://www.northcoastam.com/pdf/marketupdate/TacticalInvestmentRuleGrid.pdf
http://www.northcoastam.com/whitepaper-cash-scaling.pdf
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Important Disclosure Information 
 
Past performance is not indicative of future results. All investments involve risk, including loss of principal.  
 
This material serves to provide general information and is not meant to be legal or tax advice for any particular investor, which can 
only be provided by qualified tax and legal counsel. Parties should independently investigate any investment strategy or manager, 
and should consult with their financial adviser, legal and tax professionals before making any investment. The information herein is 
subject to change, without notice, at the discretion of the NorthCoast and NorthCoast does not undertake to revise or update this 
information in any way. No investment process is free of risk and there is no guarantee that the investment programs described 
herein will be profitable. Benchmarks referenced herein are broad-based indices which are used for comparative purposes only and 
have been selected as they are well known and are easily recognizable by investors.  
  
Certain information contained herein may have been provided by third party sources and, although believed to be reliable, has not 
been independently verified and its accuracy or completeness cannot be guaranteed. All information contained herein should be 
independently verified and confirmed. NCAM does not accept any liability for any loss or damage whatsoever caused in reliance 
upon such information.  
  
The information in this document is confidential, intended only for the person to whom it has been delivered and under no 
circumstances may a copy be shown, copied, transmitted or otherwise given to any person other than the authorized recipient or 
their tax or legal counsel without the prior written consent NorthCoast Asset Management.  
 
NorthCoast Asset Management is a registered investment adviser. Information presented is for educational purposes only. It should 
not be considered specific investment advice, does not take into consideration your specific situation, and does not intend to make an 
offer or solicitation for the sale or purchase of any securities or investment strategies. Investments involve risk and are not 
guaranteed. Be sure to consult with a qualified financial adviser and/or tax professional before implementing any strategy discussed 
herein. Registration does not imply a certain level of skill or training.    
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