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Pt. Reyes, our only fixed income model, is acting as a safe haven through this debacle in the stock 
market. If you are invested in that model, you can sleep easy. All the rest of our models have been 
crushed in this sell off. Even Pt. Sur, which is our high-yield equity model, has sold off hard. 
  
There has been little protection in holding cash in Halifax, Hatteras, Mendocino, and Fresnel. They have 
all been knocked down badly. But despite the damage I am not discouraged. Let me offer some unique 
perspective. 
  
Many of you know that I have one retirement account that is traded with the Fresnel model group. That 
account served as the prototype for Fresnel in 2006. Many of the stocks in the account have now broken 
below our normal stop loss limits. I cringe when I look at them on my computer screen. Because we need 
to show clients, and the world, our performance numbers once per quarter, I wish we didn't own any 
stocks at all. Fresnel, and most of the other models, is now down for the year to date. 
  
Meghan and I have 401k accounts that are not traded with any model group. The reason for that is that 
we are constantly contributing and it is frankly a pain in the ass to try to keep them balanced with a model 
group. We tend to rebalance them each time a contribution is made. We have also used them to 
experiment with from time to time as we test varying trading techniques. One thing you should feel good 
about as a client of 5T is that we NEVER experiment with your money. We do it with our own. 
  
The 401k accounts currently hold an allocation to stocks of about 60%, very similar to many of the 
models. Even though many of the stocks are down, I am not tempted to sell any of them. We work very 
hard at selecting great companies for all the models, and we tend to buy the same stocks for the 401k 
accounts. There might be different percentage allocations in these accounts but the stocks picked for 
them come from the research we do for the models. We have a very long term perspective for these 
accounts and don't have to show quarterly performance. That takes a lot of pressure off. 
  
The simple point I am trying to make is that I like everything we own for the longer haul and will be buying 
more the next time we add cash to these accounts. 
  
Think about that for your account when you see your statement. 
  
As for the models, we will be doing some rebalancing. We may sell out of some of the weaker stocks and 
reallocate capital to stronger ones. We have a shopping list of names we want to buy because we feel 
they are heavily discounted now. It would be like buying them on sale. 
  
The stock market is now deeply oversold and clearly ready for a bounce. Check out this chart. The green 
circle on the left encloses the sell-off we experienced last summer. The green circle on the right frames 
the sell off this summer. The market has now retraced exactly 61.8% of the recovery after last summer's 
plunge. That is an important "Fibonacci" number. I know that probably doesn't mean much to you, but it 
means a lot to stock market technicians. It is just the right spot to expect the market to bottom for now. 
SentimenTrader.com just reported that the only two other times we were as oversold as today (on a 10-
day basis) was the crash of October 1987 and when Germany invaded France in 1940. This is an 
historical moment. 
  



There are no guarantees, mind you, but the odds are very high the next significant move for the market 
is up. 
  

 
We will get through this. 
  
All the best, 

 
Paul Krsek 
MANAGING MEMBER & CHIEF INVESTMENT OFFICER  
5T Wealth Management 
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