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R&R Time

Greetings from the sunshine state where | spent a fantastic long weekend with
my family visiting my grandmother, mother and aunt along with some much
needed R&R with Teri and the kids, underscore time with the kids. As you can
see below, my wife now has four kids as | never turn down an opportunity on a
water slide.


https://www.facebook.com/heritagecapital
https://twitter.com/paul_schatz

The family spent an amazing day at Lion Country Safari with all of the kids
getting a uniqgue opportunity to hand feed giraffes from a perch high above the

ground.

Finally, at my trade association's golf tournament where | did not win, | bumped
in to the man | consider to be the greatest linebacker and defensive player of all
time, LT, Hall of Famer Lawrence Taylor from the New York Giants. LT is in such
good shape, he looks like he could don the uniform and trot out on the field
again. He is one big guy who could not have been any nicer, funnier or more

engaging.



Don't forget to check our blog for intra-issue
updates.www. lnvestfortomorrowblog.com

And Now Key Sectors Not Singing a Good Tune

Last week, in Major _Indices Issue Warning, | discussed how the strength in
the Dow and S&P 500 were masking weakness in the other major indices and
how a warning sign was given. Today, | go a step further and dive into the key
sectors of the stock market.

We begin this section with the S&P 400, Russell 2000 and NASDAQ 100 all
showing relative weakness, a clear red flag. Below is the first key stock market
sector and also one of the two components of Dow Theory.

The Dow Transports should confirm all highs in the Dow Industrials and vice
versa. When one doesn't, a non confirmation or divergence develops. At the
most recent all-time high in the Dow Industrials, the Dow Transports did NOT
make an all-time high, clearly a warning although one that can be rectified
quickly and easily.


http://r20.rs6.net/tn.jsp?f=001aXHqIRBGSfyis61nHkT-qANf5Iun4TMXCf8Sy4hBIsd5460fJt9pjVJ_9plunWfIpV1FfjdF22BJTxbHNz7B--nDFu66QdAS_DSovTTPvMi29xSu1gK1AcKc8bgCUXbDQm_NnB02tDuqaMQvPwV1x_TXF_zuQZWg4cHwndHfTOWeVoGZiKUlCqNYB6e-vQK9&c=H59Vsu-ghtgb_Fhmkg-eZoUASWkAW_WP81qxFLnH1LisahV0S8dCog==&ch=6p5dGoOVB5FSQBy5dwYQbPoqieWcjoPAE4Wh9ltY1usv7bS9BjmEIQ==�
http://r20.rs6.net/tn.jsp?f=001aXHqIRBGSfyis61nHkT-qANf5Iun4TMXCf8Sy4hBIsd5460fJt9pjfTOb9qdW0fdS-tGv6-l8eQknPe6GXYaXsQCk2RIc_iRwTBwhJxNk7ch_Rm0h32lAMmb4mxedkcjDfRh7sOqFTITEZ26ZDkYbRX6odMBRC8CiglJlkqdPslZOko5-WeCjGF0htYgIKor2ianwjmzzVJ_R4QhtnE2vwcrXPMElhpaT4GO8MpK8pTCfuMKATexLA==&c=H59Vsu-ghtgb_Fhmkg-eZoUASWkAW_WP81qxFLnH1LisahV0S8dCog==&ch=6p5dGoOVB5FSQBy5dwYQbPoqieWcjoPAE4Wh9ltY1usv7bS9BjmEIQ==�
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The banks are below and you can see a much bigger problem as they are
nowhere near their 2014 highs and in a clear pattern of lower highs and lower
lows. This issue can't be easily fixed.
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The semiconductors are next with a pattern of lower highs but higher lows.
There is a clear warning sign as the last all-time in the Dow is definitely not

confirming or even close. This is also a red flag for the NASDAQ which is a red

flag for the major indices.
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One of the important bright spots of the market is the New York Stock Exchange
Advance/Decline line which is continuing to score all-time highs. Almost without
precedent, bull markets do not end until the NYSE A/D line fails to confirm the
final high in the Dow Industrials and S&P 500. That's definitely not the case
today.



ENYAD hvSE Mdvance-Dacine lsgues INDX @ StockCharts com
0ApRE014 Open 2012000 High 2012000 Low 2612000 Close 268120.00 Chy +1027 00 (+3.00%)

= $H¥aD Cumalative 26120.00 a2 10,1
dintclune urdef

2E000
24000
25000
22000
21000

17000

1000

000

-0
000

2 Det ¥o14 20 2@ Wev M 40 25 Dec 9 6 X3 W4 a3 29 27 Feb 40 18 24 Mar 10 47 24 Apr 7 44 21 20

Finally, the high yield (junk) bond market is one of the best canaries in the coal
mine to gauge the health and strength of a bull market. Left for dead almost a
year ago, junk bonds did a 180 and remain in a very solid position, another
positive for the bull market.
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All in all, we have two big picture indicators that remain bullish, but a host of
others flashing the warning sign. My conclusion is that the bull market remains
alive, but is building towards an intermediate-term correction, especially if the
Dow and/or S&P 500 see all-time highs this quarter.

Economy ""Booming"

Two weeks ago, | published, "1EF" - Something Ain't Right, regarding the
"curious" behavior of long-term treasury bonds. Nothing has changed and in
fact, given the employment report from last Friday, it's even more "curious™.

288,000 NEW jobs created in April.

Unemployment rate plummets to "only" 6.3%.
The U.S. economy is back!
Does it feel like that to you or your friends?

My thesis since the crisis began has been that post financial crisis recoveries are
frustrating. They tease and tantalize on the upside but rarely deliver. GDP


http://r20.rs6.net/tn.jsp?f=001aXHqIRBGSfyis61nHkT-qANf5Iun4TMXCf8Sy4hBIsd5460fJt9pjfTOb9qdW0fdRPai0Di3eJ6YG5RSZloLJTHgwRg_SnchudyfWkECzGi97iryBPQcX3Wa6mCy4YMU-LNU3dSO2ygPbIKiNQcMVWMGMxGJYeA-1VVV7Xq0wf_ECpQA06vXo19dzxRqdB1OtC8IVlNA4YA=&c=H59Vsu-ghtgb_Fhmkg-eZoUASWkAW_WP81qxFLnH1LisahV0S8dCog==&ch=6p5dGoOVB5FSQBy5dwYQbPoqieWcjoPAE4Wh9ltY1usv7bS9BjmEIQ==�

growth never hits "escape velocity" and unemployment remains stubbornly high.
With the government printing a 6.3% that's hard to still say "stubbornly high".

Digging into the details a little more, the labor force participation rate fell to
62.8%, the lowest level since 1978. Almost 1 million people left the labor force.
Zero Hedge wrote a good piece about this here.

With wages not growing and people giving up on looking for a job, this is the
main reason markets are not celebrating the 288,000 number. Additionally, it
seems like at least once over the past few years, we see a monthly print close to
300,000 new jobs created only to have cold water poured on it over subsequent
months.

Remember, the actual news isn't as important as the markets' reaction to the
news. Before you fire off an email to me that the Russia/Ukraine situation led to
Friday's underwhelming performance, stocks looked crummy in the pre-market
minutes after the jobs numbers was released. We "should" have seen a huge up
day in stocks and really bad day in bonds. That just wasn't the case and yes, |
understand that there were geopolitical events in the air as the day wore on.
Monday & Tuesday could be very telling days for the short-term.

If your portfolio isn't performing as you expect or would like an independent
evaluation, please hit reply or call me directly at 203.389.3553.

Upcoming Appearances

The Second Half - May 15 9:30am - 11:30am (live class. contact me for details)

You can view most of the past segments by clicking below.

(http://www.investfortomorrow.com/InMedia.asp)

Investment Quotes/Adages To Live By

"The only easy day was yesterday."

- The U.S. Marines

"When in doubt, get out!"


http://r20.rs6.net/tn.jsp?f=001aXHqIRBGSfyis61nHkT-qANf5Iun4TMXCf8Sy4hBIsd5460fJt9pjfTOb9qdW0fd9JxQCGkCZNBKYlx5vyFgsm6Y0I5Sz7QWQdaIlv2nYzmCXBvAfN5h753QZmb8FPsBTcpn8YY0JhHLBY3N-s0lZMAQ63Gjc_D7mVb-R4L4tmt4XtmaQdl7cGMk6i854TlRhnVKoLuVQa-_LrqL9JN5s18cwWgsJHVuG52QKCFGDCAdrC0i8xxtchb-Ob1wx9q4ovidjz3ClfTP4_DqXX2mvUtwWZrNzkLf3t6wmymG3XFOP5u-uTXAIQ==&c=H59Vsu-ghtgb_Fhmkg-eZoUASWkAW_WP81qxFLnH1LisahV0S8dCog==&ch=6p5dGoOVB5FSQBy5dwYQbPoqieWcjoPAE4Wh9ltY1usv7bS9BjmEIQ==�
http://r20.rs6.net/tn.jsp?f=001aXHqIRBGSfyis61nHkT-qANf5Iun4TMXCf8Sy4hBIsd5460fJt9pje0cdmDDR_1u23NkMQgLrWIwpClvFv8fqYChoTzsaw6w4a6KmirPj1L5Tb8Kc4aCZByFxDbGsgnwjvAJMk3EBXo5BFgHh2Ch5qgadunX1Ubw8L7YZweASONiSodFf2RFvB5Jm_bmW2vcpk89WI9RD4I=&c=H59Vsu-ghtgb_Fhmkg-eZoUASWkAW_WP81qxFLnH1LisahV0S8dCog==&ch=6p5dGoOVB5FSQBy5dwYQbPoqieWcjoPAE4Wh9ltY1usv7bS9BjmEIQ==�
http://r20.rs6.net/tn.jsp?f=001aXHqIRBGSfyis61nHkT-qANf5Iun4TMXCf8Sy4hBIsd5460fJt9pje0cdmDDR_1u23NkMQgLrWIwpClvFv8fqYChoTzsaw6w4a6KmirPj1L5Tb8Kc4aCZByFxDbGsgnwjvAJMk3EBXo5BFgHh2Ch5qgadunX1Ubw8L7YZweASONiSodFf2RFvB5Jm_bmW2vcpk89WI9RD4I=&c=H59Vsu-ghtgb_Fhmkg-eZoUASWkAW_WP81qxFLnH1LisahV0S8dCog==&ch=6p5dGoOVB5FSQBy5dwYQbPoqieWcjoPAE4Wh9ltY1usv7bS9BjmEIQ==�
http://r20.rs6.net/tn.jsp?f=001aXHqIRBGSfyis61nHkT-qANf5Iun4TMXCf8Sy4hBIsd5460fJt9pje0cdmDDR_1u23NkMQgLrWIwpClvFv8fqYChoTzsaw6w4a6KmirPj1L5Tb8Kc4aCZByFxDbGsgnwjvAJMk3EBXo5BFgHh2Ch5qgadunX1Ubw8L7YZweASONiSodFf2RFvB5Jm_bmW2vcpk89WI9RD4I=&c=H59Vsu-ghtgb_Fhmkg-eZoUASWkAW_WP81qxFLnH1LisahV0S8dCog==&ch=6p5dGoOVB5FSQBy5dwYQbPoqieWcjoPAE4Wh9ltY1usv7bS9BjmEIQ==�

"If it's obvious, it's obviously wrong."

-Joe Granville

"It's ok to be wrong, but it's not ok to stay wrong."

"This time is different.”

"The markets require the patience of a dozen men."
-Robert Rhea

"Luck is the residue of effort."

"The most bullish thing a market can do is go up in the face of bad news."

"The most bearish thing a market can do is go down in the face of good news."

"The market can stay irrational longer than you can stay solvent."

-John Maynard Keynes

"Government is best which governs least" - Thomas Jefferson

Inflation is the one form of taxation that can be imposed without legislation.

-Milton Friedman

"You cannot legislate the poor into freedom by legislating the wealthy out of freedom. What one
person receives without working for, another person must work for without receiving. The
government cannot give to anybody anything that the government does not first take from
somebody else. When half of the people get the idea that they do not have to work because the
other half is going to take care of them, and when the other half gets the idea that it does no
good to work because somebody else is going to get what they work for,that my dear friend, is
about the end of any nation. You cannot multiply wealth by dividing it." - Dr. Adrian Rogers,
1984

"Bear markets seem to be divided into three phases: the first being the abandonment of hopes
upon which the final uprush of the preceding bull market was predicted; the second, the
reflection of decreased earnings power and reduction of dividends, and the third representing
distressed liquidation of securities which must be sold to meet living expenses. Each of these
phases seems to be divided by a secondary reaction which is often erroneously assumed to be
the beginning of a bull market."

- Robert Rhea via Tim Woods

"Free enterprise is a rough and competitive game. Nobody too big to fail. Nobody too small to
succeed. It is a hell of a lot better than government control.” - Ronald Reagan via Dan Kennedy



"A government big enough to give you everything you want is big enough to take everything you
have." - Gerald Ford via Dan Kennedy

"The problem with socialism is that, sooner or later, you run out of other people's money." -
Margaret Thatcher

"Diversification alone is no longer sufficient to temper risk... You need something more to
manage risk well."

- Mohamed El-Erian

Friends And Family Plan

Finally, as you know, our firm and this newsletter continues to grow mostly from
your referrals. If you know anyone who is interested in securing their
retirement, planning for it or just plain worried about it, please send them here.
As always, thanks for thinking of us with your circle of family and friends.

Sign Up Here

You can also forward this email to family and friends by hitting the "forward
email” hotlink at the bottom of this email.


http://r20.rs6.net/tn.jsp?f=001aXHqIRBGSfyis61nHkT-qANf5Iun4TMXCf8Sy4hBIsd5460fJt9pje9dM3_eJ3QswOF_05r5nNTTSwxuSLiZxhk6qUkD6SmJVrIia7fAB_OSR6OeWj9ziGNQCHL4VDYIHqWSA2TH2-mXKE9qH4nr9gKgIbJoUHqIf1lyvkEsWRXvWS45GDZ_zsc7wrmKIXVOGuH4LXTzc08=&c=H59Vsu-ghtgb_Fhmkg-eZoUASWkAW_WP81qxFLnH1LisahV0S8dCog==&ch=6p5dGoOVB5FSQBy5dwYQbPoqieWcjoPAE4Wh9ltY1usv7bS9BjmEIQ==�

To Your Financial Success,

(el

Paul Schatz
President
Heritage Capital LLC

1 Bradley Road Suite 202
Woodbridge CT 06525
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203.389.3550 Fax
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Important Disclosure Information

Hertage Capital LLC ("Heritage™) composite performance resulis represent fime-weighted actual performance results for
continuously managed Hertage accounts, which individual accounts Heritage believes to be representative of its investment
management process (i.e. mutual funds and exchange traded funds) for each specific strategy during the comesponding time
period. The composite perfformance results reflect the reinvestment of dividends and other account eamings, and are net of
applicable account fransaction and custodial charges, and the separate fees assessed direcily by each unaffiliated mutual fund
and exchange traded fund holding that comprised each account, and the maximum investment advisory fee that the accounts
would hawve incurred (by applying the Heritage's current investment advisory fee of 2.00% as set forth in its current written
disclosure statement) during the corresponding time pericds.

Flease Mote: Past performance may not be indicative of future resulis. Therefore, no current or prospective client should
assume that future performance will be profitable, equal the performance results reflected, or equal any comesponding historical
benchmark index. The historical index performance results for all historical benchmark indices do not reflect the deduction of
transaction and custodial charges, or the deduction of an investment management fee, the incurrence of which would have the
effect of decreasing indicated historical performance resufts. The historical performance results for all indices are provided
exclusively for comparison purposes only, so as to provide general comparative information to assist an individual client or
prospective client in determining whether the performance of a Heritage program meeis, or continues fo meet, hisfher
investment objective(s). A comesponding descripion of each index is available from Heritage upon request. It should not be
assumed that Heritage account holdings will correspond directly to any such comparative benchmark index. The Heritage
performance resulis do not reflect the impact of taxes.

For reasons including variances in the investment management fee incuwrred, market fluctuation, the date on which a chent
engaged Heritage's investment management services, and any account contributions or withdrawals, the performance of a
specific Heritage client's account may have varied substantially from the indicated portfolio performance results.

In the event that there has been a change in a dienf's investment objectives or financial situation, he'shefit is encouraged fo
advise Heritage immediately. Different types of investments andior investment strategies involve varying levels of risk, and
there can be no assurance that any specific investment or investment strategy (including the investments purchased andor
investment strategies devised or undertaken by Heritage) will be profitable.

Information pertaining to Heritage's advisory operations, services, and fees is set forth in Heritage's current disclosure
statement, a copy of which is available from Heritage upon request Performance results have been compiled solely by
Heritage, are unauwdited, and have not been independently werified. Heritage maintains all information supporting the
performance resulis in accordance with regulatory requirements.



