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Praise for Relationship Investing

“I originally named Relationship Investing: Stock Market Therapy for Your Money by Jeffrey Weiss my Best Investment Book of the Year in my 2018 Stock Trader’s Almanac. This paperback edition still includes timeless and timely investment lessons in any market climate. Relationship Investing is an entertaining and informative investment guide that never goes out of style and is especially relevant now in 2021.”

—Jeffrey A. Hirsch, chief market strategist at Probabilities Fund Management LLC and editor-in-chief of the Stock Trader’s Almanac

“Jeff Weiss is a pioneer in the art and science of stock market analysis. I have known Jeff and followed his work for nearly three decades. I know that he has studied under the world’s finest stock market technicians, while making his own invaluable contributions to the field. Jeff has focused enormous effort on using technical analysis as a discipline to enforce risk management, a skill sadly lacking among most investors today. In his new book, Jeff offers insights and analysis that would be folly to ignore. His insights, his discipline and his enthusiasm for his field are legend on Wall Street.”

—Ron Insana, CNBC contributor

“Jeff Weiss acumen as a technical analyst is legendary. With his book Relationship Investing he couples the disciplines from charts and market momentum with the psychic influences and anxieties the market creates for even the most experienced investors. He articulates an effective approach that allows the investor to learn the ‘moral’ from the lessons he has learned over the years.”

—Joe Grano, former CEO of UBS/PaineWebber

“Finally, a book that brings the technical aspects of security analysis down to the emotional and psychological concepts that even the most sophisticated analysts and professionals in the industry can appreciate, and the most inexperienced can embrace. Jeff Weiss has put his heart and soul into Relationship Investing and explains in plain English how money, egos and emotions can wreak havoc when investing in the market. In a word: ‘Brilliant’ and a must read.”

—Sydney LeBlanc, S. LeBlanc and Co., cofounder Registered Rep magazine

“I started my career at EF Hutton in 1986 and one of the first guest speakers we listened to in training was Jeff Weiss. It was the first time I ever heard someone speak with genuine ‘passion,’ a word that was never used at the time and is overused today to describe someone s interest in a field. Jeff’s knowledge and ability to effectively communicate basic concepts of investing in the stock market is peerless. I’ve heard Jeff speak on numerous occasions and the reader of this book will easily perceive the enthusiasm he has for his life’s work.”

—Harold Theurer, former director of new Financial Advisor (FA) training for PaineWebber, New York City

“Wall Street guru and technical analyst Jeff Weiss has written a wonderful and practical book on investing with unbridled passion and humor. Fortunately for my EF Hutton clients and me, I connected with Jeff many years ago. He has deftly put his 35-plus years of stock market experience into a must read for all levels of investors. Jeff Weiss nails it. Period.”

—Honorable Larry LaRocco, member of Congress, 1991–1995, D-Idaho; Democratic nominee for US Senate, 2008

“A Japanese proverb says, ‘If you wish to know the road, inquire of those who have traveled it.’ In Relationship Investing, Jeff Weiss uses his decades of real world experience to reveal the tried and true strategies you can immediately apply to improve your portfolio performance and save you from making the most common financial mistakes that can cause heavy financial damage. As a bonus, it’s truly a fun read. Where else can you get a book that discusses why investing should be like marriage or dating?”

—Steve Nison, author of Japanese Candlestick Charting Techniques

“Weiss is the rare Wall Street veteran who has a plainspoken, straightforward writing style that’s both entertaining and informative. His book provides valuable insights and strategies.”

—Gregory Zuckerman, special writer, The Wall Street Journal and author of The Greatest Trade Ever

“For decades, Jeff Weiss has shaped decision-making on Wall Street. In this must read book, Relationship Investing, Weiss’ insightful ‘morals’ are both engaging and very influential to the times. Weiss demonstrates not only how to understand the ever-changing mechanics driving the stock market, but also how to capitalize on them with great reward.”

—Douglas E. Schoen, political analyst, pollster, author, and commentator

“The relationship between the stock market and investors often is one-sided the market can be unpredictable, unforgiving, and always right. Jeff Weiss explores this relationship and provides valuable insights about the market and about ourselves. Whether you view the market through a fundamental or technical lens, this well written and entertaining book will help you make your investing relationship enduring and profitable.”

—Dr. Holmes Miller, department chair and professor of Business, Muhlenberg College

“When Jeffrey Weiss asked me to read his new book, I was reluctant to tackle another heavy book on technical analysis. I’m happy to report that Relationship Investing covers most of the important lessons of technical analysis without actually being technical. The main focus is on how to avoid the mistakes often made by investors. The emphasis on preserving one’s hard-earned capital is especially worthwhile reading.

This isn’t a book on how to do technical analysis. It’s a book about the mental process involved when employing that method. I found it to be an easy read and highly recommend it to anyone involved in the stock market.”

—John Murphy, author of Technical Analysis of the Financial Markets

“Relationship Investing takes a novel approach to investing by encouraging readers to focus not only on the basic tenets of good investing, but important cognitive factors as well. Psychological science shows that people are often biased in the way they perceive the world, and Weiss demonstrates that the investment world is no different. He pushes the reader to confront maladaptive ways of thinking about their investment relationships and provides entertaining, easy to follow rules for being a more effective investor.”

—Gretchen Hanson Gotthard, PhD, associate professor of Psychology and Neuroscience, Muhlenberg College

“Jeff Weiss has done a fantastic job explaining the stock market in terms everyone can understand in a book that s a fun and easy read. Be humble. Learn from your losses. Don t let taxes drive investment decisions. Listen to what the market is saying. Don’t be blinded by yield. Don’t assume a stock will come back. Hope is not a strategy. These are just some of the pearls Jeff shares with readers.”

—Jacqueline Doherty, former Barrons senior editor

“Using the relationship theory of investing, Jeff’s advice is to preserve what you have before trying to get more. The stories Jeff uses to make his points about the market are entertaining and educational. They will help those who aren’t familiar with markets understand how to invest with more confidence and a focus on safety. They will also help those who have a great deal of experience in the markets. The book offers a new way of thinking about investing and that could be beneficial to many who struggle to obtain consistent profitability. Jeff also includes detailed descriptions of what he has learned in the markets over almost 40 years and a description of his analysis process. This could be helpful to new analysts, struggling to create a structured routine from the chaotic nature of the markets. Experienced analysts could spot a way to improve their own process. While anyone can benefit from reading Relationship Investing, it could also be a tool for financial advisers looking for effective ways to communicate with prospective clients. Distilling the market into relationship terms could help clients understand the markets and the value of a relationship with their adviser at the same time. The book also offers a different way to reach clients, and clients are likely to gain more value from this book than they would from a presentation made over a chicken dinner.”

—Michael Carr, Market Technicians Association
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This book is intended to offer only general information with respect to the subject matter covered. Please consult with your financial advisor, accountant, or other competent financial professional if specific expert assistance is required. This book is sold with the understanding that the publisher and author are not engaged in rendering legal, tax, or other professional services. While every attempt is made to provide accurate information, the author and publisher cannot be held accountable for errors or omissions and make no warranty, express or implied, regarding it and shall not be liable for any losses, damages, costs or expenses relating to its adequacy, accuracy, truth, completeness, timeliness or use. Past performance of any security discussed or mentioned in this document is not an indication of future performance. Under no circumstance is the information contained within this document to be used or considered as an offer to buy or sell or a solicitation of an offer to buy or sell any particular security.
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Introduction

Before We Begin

The only guarantees in the business of investing in the stock market are hard work and losses. The unforgiving nature of the stock market requires both flexibility and the realization that, while many investors have indeed benefited handsomely from investing in this arena, ruinous market declines have upended the lives of others, and not just in the financial sense. Therefore, capital preservation considerations should always precede capital appreciation considerations when it comes to investing your hard-earned capital. Concentrate on what you stand to lose if you’re wrong, not on your potential gain if you’re correct. After all, it’s not the latter outcome that will hurt you. I’m also reminded of a favorite saying of a market mentor of mine back in the 1970s, who remarked that “the stock market teaches you humility.” Carry these essential thoughts with you into the investment arena each and every day. And remember that not everyone is suited to invest in the stock market. With this in mind, I’d like to present a uniquely different way in which to relate to the market’s mannerisms and movements—a nontechnical look at technical analysis (the discipline I use), you might say. I hope you like it. Maybe you’ll even be motivated to read some books on technical analysis or take a class or two for starters. Ultimately, however, the choice of how and whether to invest your hard-earned capital is yours.


Chapter 1

My Story—Lessons Learned

At times I think I must have been born on the floor of the New York Stock Exchange. Having been introduced to the stock market at the ripe old age of twelve, I never imagined being involved in any other business. I guess I was destined to pursue a path toward the stock market arena. My friend of fifty-eight years, Ken, still reminds me of the time I questioned our sixth-grade math teacher, Mr. Toth, in front of the entire class concerning a statement he made while lecturing to us about the stock market. While he doesn’t recall the specific point I took issue with, Ken remembers me being correct. Time does fly. Mr. Toth, a young man back then, is now retired.

I can still remember my dad taking me into the local Shearson, Hammill & Co. brokerage office in Paramus, New Jersey, during the late 1960s. I was numbed by the sight of the ever-changing green stock quotes emblazoned on the black background of the tickers in the brokerage office. The top ticker was confined to listings on the New York Stock Exchange (otherwise known as the “Big-Board”), while the bottom tape housed American Stock Exchange (also known as the “AMEX”) listings. I loved watching the different numbers appearing on the quote machine as my dad punched in his stock symbols. The device used at the time was a Bunker Ramo machine, on which you could retrieve a stock’s current quote, bid and asked prices, and volume on a single screen measuring around four inches square. Who could have imagined the giant multiscreen and brightly colored displays now in common use, with monitors stacked two and three high and simultaneously housing hundreds upon hundreds of constantly flashing financial quotes with charts galore? Believe it or not, back when I started you could only request one quote at a time. It seems primitive now but looked totally high-tech back then.

You could sometimes see the grimaces or smiles on the faces of those punching in the quotes as they reacted to the numbers appearing on the screen. The market’s verdict was evident in their expressions. On a typical afternoon you could see the entire spectrum of emotions, from winning and losing to disappointment, frustration, and acknowledgement. It was all there—the same emotions and feelings we express in our everyday lives translated into the monetary realm on a tiny screen.

Occasionally, my dad and I journeyed into Manhattan to visit his broker at Gruntal & Co., while back in New Jersey Edwards & Hanley, Merrill Lynch & Co., and Janney Montgomery Scott, Inc. (among others) were the recipients of my visits. I’d frequent as many as three on the same day during summer break, speaking with anyone who would listen (and when they didn’t listen I spoke to them anyway). My thirst for information was never quenched; nor should it ever be, since when you stop searching for ways to improve your performance in either the stock market or in life, you surrender to contentment.

I later saved my dad the trouble of driving me to the local brokerage branch every afternoon by purchasing a three-speed bicycle (a hot item for a kid back then; kind of like a Tesla in today’s terms) with the profit from my very first stock trade. I credit my dad with igniting my interest in the stock market. No, he wasn’t in the business; he worked for a trucking company. My mom was a secretary. I became seriously hooked on the stock market when my dad let me invest some of my Bar Mitzvah gift proceeds in five shares of Mattel (the toy company) in the late 1960s. Upon selling the shares for a tidy profit, I proclaimed my desire to drop out of school in search of my great stock market fortune. My mother quickly extinguished that fire!

However, as I later learned, everyone must pay a price for their entry into the stock market arena—everyone. I didn’t know it at the time because I was making money in my investment endeavors. From Mattel it was on to Ideal Toy, and then on to other winning trades like General Mills. I accumulated more and more money with these profitable transactions, mistakenly believing it was my stock picking skills that were generating my profits as opposed to the favorable overall market climate (otherwise known as “confusing brains with a bull market”). All the while I never bothered to consider the downside part of the investment equation. But time caught up with me. Did it ever!

In early 1973, as the Dow Jones Industrial Average reached new all-time highs amid some bullish market headlines, I never imagined what would happen next. But the trap was set. I’d come home from school each and every day, huddle near my dad’s Clairtone stereo, and hear a lady at the stock exchange rattle off loads of closing stock price quotations. I didn’t like what I heard as the numbers blared from the dual speakers. I was losing money—and in stereo! The market was trying to tell me something, but I didn’t listen. That’s the trouble; people listen to the news, the analysts, the economists, the strategists, the statisticians, and so-called experts, but they don’t listen to the stock market—the greatest analyst of all! At any rate, my money dwindled under the weight of one of the worst bear markets (at the time) since the Great Depression, when the Dow Jones Industrial Average experienced a staggering decline of approximately 88 percent before bottoming in the summer of 1932. After topping the 1050 mark in January 1973, the Dow Jones Industrial Average sank below the 600 level in the fourth quarter of 1974. I watched on television as President Nixon resigned from office in August 1974, but that didn’t stop the market from continuing to slide. In fact, on August 8, the day the president announced that he would resign the presidency effective at noon the following day, the Dow Jones Industrial Average traded in the 800 area. It was downhill from there, with the average sinking to a daily closing low of 577.60 on December 6 of that year. Ouch!

You see, as I also found out back then, key events that you think will produce a significant and sustained market-moving impact often don’t, especially when a majority of folks are thinking similarly. One should never take comfort in the fact that many other voices are supportive of your investment view. To quote legendary technical analyst Newton Zinder, to whom I referred earlier, “On Wall Street, to know what everyone else knows is to know nothing.” The market often has other plans in mind, and that’s why it’s important to listen to its message and not be swayed by the crowd. And let’s face it—I couldn’t have another Bar Mitzvah reception to replenish my capital and compensate me for my market losses.

Etched in my memory during that vicious bear market period was seeing the vacant branch office of a well-known former brokerage firm, DuPont Walston, Inc., while I was waiting for a bus in front of the Public Service Electric and Gas Company building in Newark, New Jersey. It was a humbling experience indeed, opening my eyes to the risks in the brokerage business. I was attending Rutgers University in Newark at the time, pursuing an economics degree. What a period 1973–1974 was—one of the worst on record, but one that helped lay the foundation for my most serious stock market education yet. Luckily, at the time I was learning these lessons I was just beginning in this business and hadn’t amassed any serious capital (even though what I had invested seemed like a lot of money at the time). That’s the best way to learn big market lessons—with small amounts of money.

You see, a college education, however helpful and in many cases essential these days, is no substitute for a stock market education. What one learns in the college classroom and what one learns in the stock market classroom are two very different things. All the degrees in the world, however advanced and costly (sorry Moms and Dads), cannot adequately prepare you for what you’ll face when entering the arena of financial gladiators. The stock market has a language all its own and you need to learn it. It does not come from a textbook. It must be studied—from scratch. You must be willing to discard any and all preconceived notions you have about investing. This isn’t easy. You’ll probably have to think long and hard on this one, but you must succeed in doing so to have a chance of getting in sync with the market. Learning the market’s language from scratch is the single most important lesson this book contains. That’s what I did in 1974.

While attending a neighbor’s Eagle
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