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8/20/09 Sentiment Update:  Remember, typically I do not “approve” of trying to time the markets except for a very small part of our 
explore portfolio in an attempt to get better prices when asset allocation already says to buy or sell.  This could change at an extreme. 

AAII Survey Bulls-Bears vs. DJIA: "Irrational Exuberance & Pessimism" - 8/20/09
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Length of my Dotted Black Exuberance line equaled the Dotted Black Pessimism 
Line and marked the turning point for the 2007-2009 bear market. 
8/20/09:  The 52-week moving average (WMA) of AAII Sentiment is -9.3%.  KEY observation 
is the amount of time this 52-WMA has stayed at or below -9.3% is about twice as long as it 
was below this level in 1990-1991, an exceptional time to buy equities. 

Slope = 9.9% per Year

Slope ~ 6.1% per Year

"Head & Shoulder Top"
Info at 

Irrational Exuberance Speech

Peak Exuberance 

Peak Pessimism? 

I first posted this chart showing peak pessimism reached the same level of peak exuberance in my March 19, 2009 newsletter, just 10 
days after the market bottomed. For new subscribers, this is some of what I wrote: 

The AAII chart above shows a dashed green line for a 9.9% annual return since Jan 1988.  This line was the “support level” for 
the DJIA until early 2008, about 20 years.  I show two dotted black lines with arrows marking distance from this green line as 
“peak exuberance” and “peak pessimism.”  I point that out to show that, when measured as distance from a long-term return of 
about 10%, the low set about a week ago was about as pessimistic at the low before the rally as it was overly optimistic at the
top in 2000.  If the market was a rubber band, this would be the perfect “snap-back” level to return to trend of about 10% a year.
I also show “Head and Shoulder Top” that I posted on this chart over a year ago as a personal reminder to remain cautious.  It 
clearly was a top and the market exceeded the “minimum target” of about DJIA 9,000.  .   
Finally, back in 1988 you could buy a 30-yr Treasury Bond that paid about 8% a year interest so the DJIA has under performed it
by about 2% a year for the last 20 years, a very, very rare occurrence.  Regression to the mean plus pessimism greater than 
peak optimism suggests we are due for a very large rally after investors realize Treasury bills paying a few percent at best 
will not keep up with inflation. 

It took the DOW about 3 years to fall from peak exuberance to the green trend line.  It could easily take just as long to reach that line 
again but from a point of peak pessimism.  We could easily remain in a secular bear market where we do not make a new high for 
years, but I believe there is significant money to be made as the market recovers to trend from the trillions of dollars on the sidelines 
returning to the markets.  Note that the last three bear markets began (1998, 2000 & 2007) just after new highs for the 52-wk moving 
average (WMA) of AAII.   People as a whole are so bearish now that I’d not be surprised if the markets rally to undo most of their 
declines in a year or two.  We COULD get a “higher high” for the 52-WMA just before the markets enter another major bear market.

Market Timing Disclaimer: No sentiment indicator, or any indicator for that matter, is 100% reliable. I look at sentiment as head winds 
and tail winds. When sentiment is terrible, then it acts like a tail wind for your returns where you could see further declines, but long 
term, it is best to be buying when most others are selling. Likewise, if we see sentiment get too bullish, then I would consider 
lowering my portfolio asset allocation. It seldom pays to be buying stocks when EVERYONE is talking about stocks and how 
much money they are making at cocktail parties.

In addition, I am not market timing but for a small portion of my explore portfolio. I use market-timing indicators to tell me it is a 
good time to buy so I can add to positions when the market is down and thus help me overcome my fear to rebalance back to 
my target asset allocation. Likewise, when the market-timing indicators are saying to sell, they usually come when the markets are 
high where I want to be taking profits. The market timing indicators at market highs help me get over my greed and take profits.
Now and then, I may make an asset allocation adjustment based on the Fed Model saying the market is over or under valued. Some 
call that market timing, but I have stayed pretty close to 70:30 equities-fixed for many years despite the Fed model. 
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GeoGlobal Resources Inc.(GGR) is an oil and gas company based in Canada and listed on the 
American Stock Exchange.  Through its subsidiaries, GGR is engaged primarily in the pursuit of petroleum and 
natural gas through exploration and development in India.  GGR and its partner, GSPC8, have discovered what could 

be the largest natural gas (NG) field in the Indian Ocean.  Since GGR showed it could successfully find hydrocarbons, they have made 
similar partnerships with other Indian oil companies.  GGR has a tiny revenue stream now from oil with natural gas (NG) sales to 
start any day so it remains highly speculative! If we continue to buy shares when very low and take profits when up, it is a safe (but 
VOLATILE) way to invest in a key emerging market, India.  After buying 2,000 shares at $0.80 on 8/19/09, I have $24,696 cash profits 
taken plus 7,900 shares from buying and selling GGR. This is all profit.  GGR could go to zero tomorrow and I would still have the 
cash.  My goal is to use GGR as an ATM to generate more cash trading its volatility.

8/19/09 Update  On Aug. 7 GGR filed its quarterly report of Q2.  For the first time in its 
history, GGR shows REVENUE from pumping oil for just over one month!!!  They are 
burning their natural gas now but have plans to capture and sell it soon.   Operating 
cost per barrel from Tarapur 1 was $27.54, well below their average selling price of 
$62.85.  Tarapur 1 reserves are 245,000 net barrels worth $17M at today’s $70 per 
barrel.  Form 10-Q Must Read: http://biz.yahoo.com/e/090807/ggr10-q.html
=> Natural gas (NG) prices are at the low end of their 10 year support line.  On the 
chart below I plotted oil prices ($WTIC) with NG to show oil has been on the rise again 
while NG prices remain stuck at 2002 levels when oil was under $30/barrel.  I added 
2,000 shares of GGR today at $0.80.   
=> I am posting relevant news about GGR on my “Investing for the Long-term” 
facebook forum.  Send me an email if you want an invitation to join.   

Warrants: GGR extended to June 20, 2011 the expiration date of warrants exercisable at $9 plus the compensation warrants 
exercisable at $6.50.  These were originally set to expire in September of 2007 but were extended twice, similar to giving away free 
money via the value of free call options.  They also have $7.50 warrants extended to expire June 20, 2011.  Warrant holders must
exercise or lose the warrants if GGR trades at or above $12 for 20 consecutive trading days.  GGR gets money equal to the value of 
the warrant strike price when the warrants are exercised in exchange for a share of GGR stock.  The thing to remember is big money 
believes this stock will be up well above $7.50 in less than two years so the warrants have value or they would not have agreed to lock 
up their shares with the offering in exchange for the purchase warrants.    

My Plan: If the past is any predictor of the future, GGR promoters will hype the stock to get it over $12 to force the warrants to exercise 
so they get the warrant money.  Then they stop the hype and let the price fall or crash when those who exercised and bought shares to 
hold for LT capital gains treatment sell to prevent a loss….  I would not be surprised to see them short the stock if they know there are 
people holding shares from exercised warrants with a $7.50 cost basis.  For example, promoters might promote the stock to $15, sell 
their shares,  then go short and not cover until it was clear the selling was over, perhaps back under $6.  My plan as of now is to have a 
mental trailing stop for 90% of my shares for some price over $12 after the stock reverses.  This will not be for the feint of heart.

8/22/09:  Natural Gas prices are down a HUGE amount so whatever the reserves they have are worth far less now than at the end of 
2005 when the stock price peaked.  Proven reserves are a matter of whom you ask.  India's DG of hydrocarbons is not a world body so 
what he says does not always match what is official by international standards.  India’s government is also historically corrupt. The 
market took GGR to 12¢ once in the past but I think now is a good time to buy since soaring oil prices may be telegraphing the direction 
of NG prices.  I added 2,000 more shares at $0.80 to go with the 2,000 at $1.30 as it appears NG may have bottomed and trading 
volume for GGR is tiny. Otherwise, I am happy with what I have now with a very, very large cushion of “house money” from taking 
profits in prior runs to high prices.  Long-term Trend: The good news is the trend is up with higher lows for natural gas. Given NG is 
cleaner than coal or oil for generating electricity or for making fuel for automobiles, I do not see this long term trend changing.  

GGR Charts: http://home.netcom.com/~kirklindstrom/Charts/GGR.html  or http://tinyurl.com/ChartsGGR

                                                          
8 GSPC or Gujarat State Petroleum Corporation is planning a $6B listing and IPO on the Bombay Stock Exchange.
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Disclaimers: This newsletter covers stocks, bonds and mutual funds.  I maintain a "paper portfolio" to see how my ideas do over 
time and I make the best attempt to track my performance as accurately as possible as if I were trading an actual portfolio.  I may own 
all or some of these securities discussed in this newsletter and may buy or sell them at any time for "financial planning" or other
reasons not discussed in this newsletter. I have made a best effort to obtain accurate information, but I make no warranties that that the 
information is accurate. 

NO INVESTMENT ADVICE IS GIVEN  AND NO IMPLIED RESULTS SHOULD EVER BE EXPECTED.  Many of these investments are 
not suitable for risk averse investors so it is strongly recommended that you use an investment advisor AND do your own due diligence
before investing in any of these securities. 

You, the investor, not Kirk Lindstrom, assume the entire risk of any trading that you choose to undertake. You hereby agree to hold Kirk 
Lindstrom harmless in the event you suffer financial loss or hardship by following or 'mimicking' trades given by Kirk Lindstrom, or other 
members or our agents. It is your responsibility to conduct your own independent due diligence prior to conducting any stock 
transactions, and you are solely responsible for the financial ramifications of any transactions you conduct. 

Email Delivery Options:   I have had the occasional request to do special vacation or weekend emailings.  The easy solution is for you 
to get a free email account on Google and have me send your email to that account.   Once you have a Google email account,  you set 
it to forward a copy of all emails to your preferred email provider.  When you want this changed for whatever reason, you simply change 
the forwarding address on your free Google account.  What is nice about Google's free email is it keeps a copy of all the emails I send 
so you can access this account from work or when on vacation.  I HIGHLY recommend gmail if you use your work email address to get
my newsletter.  You don’t want your office to detect I am sending this to a list of subscribers then put my email alert in their spam folder. 

DISCLAIMER: The performance data shown represent past performance, which is not a guarantee of future results.  The information 
contained in this newsletter is not intended to constitute financial advice, and is not a recommendation or solicitation to buy, sell or hold 
any security. This newsletter is strictly informational and educational and is not to be construed as any kind of financial advice, 
investment advice or legal advice.  Copyright © 1998-2009 Kirk Lindstrom. 

Charts by “Stockcharts.com” used with permission.  See http://stockcharts.com

Please do not pass this information or newsletter to others unless it is to ask them to subscribe.  Please tell 
me first so I can add them to my email distribution list and offer them a special price.  

SUBSCRIBE TO Kirk’s Investment Newsletter 
An annual subscription is $150 delivered by email to avoid post office mailing delays.  You get 12 issues at $25 per issue less a 
discount for full year subscription.  The discount gives you the last six months free after you pay for the first six months in advance.  If 
there are any changes in my model portfolios between issues, I will email a special bulletin to announce the changes.  You can send 
me an email request for a recent bulletin to examine before buying. 

Name:  _____________________________________________________  

Address:  ___________________________________________________  

City, State and Zip: ___________________________________________    Phone _____ - _____ - ________ 

Privacy Policy:  We will not share your information with anyone.  Your address and phone number are optional.  Having them will 
allow us to contact you should your email address bounce as well as verify requests to change email addresses for mailings. 

To subscribe by check:

Send me an email at KirkLindstrom2007@ix.netcom.com
and ask, “Where do I send the check?”   

To subscribe by credit card:
Follow this link 

http://home.netcom.com/~kirklindstrom/Newsletter/Subscribe.html

click “Pay with a Credit Card
Then look to the lower left for: 

Don't have a PayPal account? 
Use your credit card or bank account (where available). Continue

then click on “Continue”

Email address: ______________________________________________________________________               


