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Some years ago…
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“There is nothing new in 
Wall Street.”

“There can't be because 
speculation is as old as 
the hills. “

“Whatever happens in 
the stock market today 
has happened before and 
will happen again.”
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“There is nothing new in 
Wall Street.”

“There can't be because 
speculation is as old as 
the hills. “

“Whatever happens in 
the stock market today 
has happened before and 
will happen again.”

- Jesse Livermore
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DJIA c. 1929 peak
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NASDAQ peaking in 2000
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NASDAQ peaking in 2000
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DJIA (1929) and NASDAQ (2000)
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China (2008 Peak)
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John Templeton

• On Wall Street Starting in 1937

• Some of the world's largest/successful international 
investment funds. 

• “Buy low, sell high:" companies, industries, nations

Rock-bottom,

points of maximum pessimism
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John Templeton

Bull markets are 

born on pessimism, 

grow on skepticism, 

mature on optimism, 

and die on euphoria. 

The time of maximum pessimism 

is the best time to buy,

and the time of maximum optimism 

is the best time to sell
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EWS

2005 to

2010
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Behavioral finance… or biological finance?
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BEAR CYCLEBULL CYCLE

Market Bubble

Capitulation

Bear Rally

First 

Stage 

Bull

Second 

Stage

Bull

Double Top

CREDIT EASINGCREDIT EASING CREDIT TIGHTENING

Credit Demand FallingCredit Demand Increasing

DivestingNet New Investing

PROFIT COLLAPSINGCORPORATE PROFIT INCREASING

MULTIPLE EXPANSION MULTIPLE COMPRESSION

LEADING AND LAGGING  ECONOMIC INDICATORS

BEAR SENTIMENTBEAR SENTIMENT BULL SENTIMENT
PanicDisinterest Hope Mania Despair

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



BEAR CYCLEBULL CYCLE

Market Bubble

Capitulation

Bear Rally

First 

Stage 

Bull

Second 

Stage

Bull

Double Top

CREDIT EASINGCREDIT EASING CREDIT TIGHTENING

Credit Demand FallingCredit Demand Increasing

DivestingNet New Investing

PROFIT COLLAPSINGCORPORATE PROFIT INCREASING

MULTIPLE EXPANSION MULTIPLE COMPRESSION

LEADING AND LAGGING  ECONOMIC INDICATORS

BEAR SENTIMENTBEAR SENTIMENT BULL SENTIMENT
PanicDisinterest Hope Mania Despair

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



Earnings is a problematic indicator (leading vs lagging)

S&P 500 Earnings and Performance
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S&P 500 Earnings and Performance
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Earnings is a problematic indicator (leading vs lagging)
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 Earnings or CFFO  E’ = “Enterprise Earnings”

 Book Assets  A’ = “Assets of the Enterprise”

 ROE, RONA, ROA  ROA’

 CAPX  Enterprise Asset Growth

 Price  Enterprise value, V’

 Price-to-Book  V/A’

 Price-to-earnings  V/E’ 

Translating, scrubbing, cleaning-up, apples-to-apples
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Performance and Valuation Prime™ Analysis
4,683 U.S. companies (non-financial)
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“There is nothing new in 
Wall Street.”

“There can't be because 
speculation is as old as 
the hills. “

“Whatever happens in 
the stock market today 
has happened before and 
will happen again.”

- Jesse Livermore

Focused on credit

1907 1925    1929
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What major equity market collapse has NOT been a credit crisis?

1907 “The Panic”

1929 The Great Depression

1940s World War II

1970s The Credit Crunch of 1970 (100yr high int, NYC)

1982 LatAm – Mexico, Brazil, Argentina

1980s S&L Crisis

1989 Junk bond collapse

1998 Asia Financial Crisis

2000 “Dotcom” financing bubble

2008 The Great Recession
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What major equity market collapse has NOT been a credit crisis?

1907 “The Panic”

1929 The Great Depression

1940s World War II (later, a full-employment recession)

1970s The Credit Crunch of 1970 (100yr high int, NYC)

1982 LatAm – Mexico, Brazil, Argentina

1980s S&L Crisis

1989 Junk bond collapse

1998 Asia Financial Crisis

2000 “Dotcom” financing bubble

2008 The Great Recession
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“The four most 

expensive words 

in the English language are 

‘this time it’s different.’"

Sir John Templeton

As quoted in The Four Pillars of Investing: 
Lessons for Building a Winning Portfolio (2002) 

by William Bernstein.
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Source: Capital IQ, Valens Securities Analysis Data Date: As of 5-Nov-2015

Performance and Valuation Prime™ Analysis
858 China Companies (non-financial)
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Source: Capital IQ, Valens Securities Analysis Data Date: As of 5-Nov-2015

Performance and Valuation Prime™ Analysis
858 China Companies (non-financial)

3%

22% 28% 23% 32% 28%
29%

17% 11% 10%

0%

20%

40%

60%

80%

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015E

Asset'
Growth

6% 8%
8% 6%

7% 10%
9%

6%
5% 4% 3%

0%

10%

20%

30%

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015E

ROA'

1.1
1.9

4.1

1.6
2.5

2.2 1.6 1.4 1.3
1.6 2.3

0.0

2.0

4.0

6.0

8.0

10.0

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015E

V/A'

14.5 25.4

69.1

22.7 25.2 23.9 24.3 26.2
28.8

54.1
39.6

-40

10

60

110

160

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015E

V/E'

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



info@valens-securities.com ■ TEL +1 (646) 491-2601 ■ www.valens-securities.com

Copyright 2014, Valens Securities. All Rights Reserved. Please refer to the last page. 

Market Phase Cycle
Joel Litman 

Chief Investment Strategist
joel.litman@valens-securities.com

+1 (646) 491 2601

Page 89

Source: Capital IQ, Valens Securities Analysis Data Date: As of 5-Nov-2015

Performance and Valuation Prime™ Analysis
858 China Companies (non-financial)
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Source: Capital IQ, Valens Securities Analysis Data Date: As of 5-Nov-2015

Performance and Valuation Prime™ Analysis
858 China Companies (non-financial)
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Source: Capital IQ, Valens Securities Analysis Data Date: As of 5-Nov-2015

Performance and Valuation Prime™ Analysis
858 China Companies (non-financial)
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Source: Capital IQ, Valens Securities Analysis Data Date: As of 5-Nov-2015

Performance and Valuation Prime™ Analysis
858 China Companies (non-financial)
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Source: Capital IQ, Valens Securities Analysis Data Date: As of 5-Nov-2015

Performance and Valuation Prime™ Analysis
858 China Companies (non-financial)
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Source: Capital IQ, Valens Securities Analysis Data Date: As of 5-Nov-2015

Performance and Valuation Prime™ Analysis
858 China Companies (non-financial)
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Macro Environment: 
Germany Aggregate Performance and Valuation Prime™

Source: Capital IQ, Valens Securities Analysis Data Date: As of 18-May-2016

Performance and Valuation Prime™ Analysis
247 German companies (non-financial)
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Macro Environment: 
Germany Aggregate Performance and Valuation Prime™

Source: Capital IQ, Valens Securities Analysis Data Date: As of 18-May-2016

Performance and Valuation Prime™ Analysis
247 German companies (non-financial)
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Macro Environment: 
Germany Aggregate Performance and Valuation Prime™

Source: Capital IQ, Valens Securities Analysis Data Date: As of 18-May-2016

Performance and Valuation Prime™ Analysis
247 German companies (non-financial)
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Macro Environment: 
Germany Aggregate Performance and Valuation Prime™

Source: Capital IQ, Valens Securities Analysis Data Date: As of 18-May-2016

Performance and Valuation Prime™ Analysis
247 German companies (non-financial)
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“It is not what you say that matters 

but the manner in which you say it; 

there lies the secret of the ages.” 

- William Carlos Williams 
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NAV

• Book Debt of $5.2bn vs Adjusted Debt of $2.9bn

• Cap leases of $188mn vs. Adjusted Cap leases of 
$628mn

• Depreciation of $188mn versus Adjusted Depreciation 
of $307mn

• Cash Flow From Operations of -$336mn versus Adjusted 
CFFO of $461mn
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GM

• P/E of 6.1x versus Adjusted V/E’ of 16.8x

• Cash flow from operations of $10,058.0mn vs. Adjusted 
Cash from operations of $18,513.0mn

• Valens IG Credit rating (Moody’s et al say junk) 
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ECB Senior Lending Survey
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Singapore

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



Page 131

Singapore
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Performance and Valuation Prime™ Analysis
432 Singapore Companies (non-financial)
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Performance and Valuation Prime™ Analysis
432 Singapore Companies (non-financial)
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432 Singapore Companies (non-financial)
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Macro Environment: 
Aggregate Net/Gross PP&E
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577 listed companies in the Singapore Exchange Ltd, weighted by Gross PP&E, ex-Financials 
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Performance and Valuation Prime™ Analysis
432 Singapore Companies (non-financial)
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Performance and Valuation Prime™ Analysis
432 Singapore Companies (non-financial)
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Performance and Valuation Prime™ Analysis
432 Singapore Companies (non-financial)
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