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Prologue

"The treasure that you seek, is in the cave that you are afraid to walk into".

Joseph Campbell

Social... what?

The opening of this book is going to be a bit unorthodox, just like the rest of it. Our main goal here is to investigate the value that this book delivers to its readers and how the strategy we're about to present can be advantageous for potential investors. However, before we get there, we need to explore an alternative viewpoint.

​I've always had in mind the idea of categorizing society into classes, but with criteria that are quite distinct from the traditional divisions found in sociology and history. These academic disciplines have historically divided people based on factors like their origins, into "nobility" or "commoners", and their income, as "very wealthy", "middle class" etc. However, in our modern age of technology dominance and rapid changes in various aspects of life, such divisions may no longer hold any real meaning.

​From my perspective, today, there are just two fundamental factors that truly differentiate individuals. The first is how much someone influences, or not, the course of events on a wide scale. And the second, whether or not one needs to work. When we take these two factors into account, social stratification becomes a straightforward and undeniable concept, comprising these three major social classes:

​A. The Elite. These individuals wield enormous influence, shaping the lives of billions across the planet. Their cutting-edge industries can completely transform a nation's landscape, and their groundbreaking technological discoveries revolutionize how people live in the 21st century. Even a casual statement from them can become global headline news. To put it in perspective, roughly one person in every 3-4 million fits into this group. Their economic power, and by extension, their political clout, is staggering. They don't need to work and they never really care about the price when it comes to something they want. Their only consideration is whether they desire it or not. If they decide in favor, they acquire it; if not, they move on. Typically, they oversee thousands of individuals working on their behalf, providing guidance and direction. They dedicate their time to contemplation, social interactions, visionary thinking, and vacations.

​B. Upper Class. These are the individuals who live a life free from the necessity of work, regardless of whether they choose to work or not. They typically enjoy monthly incomes in the thousands, complemented by real estate holdings, stocks, and substantial bank deposits. They have the luxury to decide to abstain from work for extended periods without the slightest impact on their lifestyle. Some are well-known figures, while others maintain a lower profile. The wealthiest among them exert influence over large segments of the population, though not to the extent of the Elite. Think of actors, singers, athletes or successful influencers. In any case, they interact with the Elite and hold some influence over their decisions. On the other end of the spectrum, those less financially endowed, like your neighborhood dentist, may persist in working due to financial insecurity or simply because that's what they've grown accustomed to and they manage to affect only their local communities. In terms of numbers, this category may constitute around 2-3% of the population. Official statistics might suggest a lower figure, but as is often the case, these numbers fail to account for unreported income hidden away in Swiss bank basements or under the mattress, which is why our estimation remains somewhat inflated.

​C. Wage Slavery Class. Don't be alarmed by the term, I'm a member of this class too, and I'm perfectly content with it. This category encompasses individuals who, if they were to stop working they would face significant survival challenge. In the U.S., they are aptly known as "paycheck to paycheck" individuals. Hunger and homelessness are just around the corner when the paycheck evaporates. Perhaps they could temporarily step away from their jobs for a few months or even a couple of years, but in the end, they'll need to return to employment as they haven't yet achieved financial independence. They are willing to take on any type of work, and their incomes can be either modest or substantial associated with a lavish lifestyle. Consequently, they usually save little, or they may find themselves burdened with debts. Unlike ancient slaves, they enjoy numerous rights and might even possess luxuries like a 50-inch TV or a $40,000 car. However, this doesn't alter their primary commitment, a lifelong obligation to work, benefiting those in the two higher classes. Essentially, anyone who must work to avoid starvation (in today's world) or die (in ancient times) fits into this category, acting as a humble yet vital cog in the vast global economic engine. Many hope to climb the social hierarchy without paying the price, which involves getting real knowledge and actively working towards wealth. Without paying this price social stagnation is inevitable.

​It's important to note that within each social class, there are numerous subclasses and variations. While these distinctions exist, a detailed analysis of every subclass is beyond the scope of our current investigation.

The Contribution of the Diamond Strategy

Following this in-depth exploration, let's get to the heart of why this book exists and what our strategy brings to the table. What distinguishes the two upper classes from the third, is how they handle their income when it comes to saving and investing. In contrast to the first two groups, the wage slavery class doesn't engage in significant saving and investment practices, at least not to an extent that can profoundly alter their lives.

​If this book aims to communicate anything, it's the possibility that, with the right mindset, knowledge, patience, and a touch of luck, you can turn your meager or substantial savings into lucrative investments capable of multiplying your wealth. You'll see these returns firsthand. Make the most out of this tool and combine it with numerous other resources available, to start changing your social status today. Break free from the wage slavery mindset and seize control of your own destiny!..

​Wish you the best of luck on your unique journey.

Author's Note

In this exploration of financial strategies, I write not as an outsider with detached observations but as a fellow participant in the Wage Slavery Class. Much like you, I navigate the dynamic challenges of the stock market, striving for financial stability amid the complexities of everyday life. Starting from this shared standpoint, I research the intricacies of investment, hoping to offer a new perspective on the paths leading to financial independence.


Introduction

"The stock market is a device to transfer money from the impatient to the patient".

Warren Buffett

The Power of Timing in Investing

Simplicity. I've always been a fan of this word. It's a timeless inclusion in some of humanity's most successful ideas, and plenty of accomplished individuals have practically woven it into their everyday lives. It's part of the formula we're about to uncover in this book – a model that's straightforward but far from simplistic.

Figure 0-1

[image: Figure 0-1.png]

​So, welcome to the quest where two fundamental questions guide us through the labyrinth of investment decisions: "What" and "When". What to buy and the right timing for that. These two simple, yet profound, queries shape the strategies we adopt. Some seek the allure of rapid daily trades, hoping for a jackpot (very rare), while others opt for the patience of holding assets for years, aiming for sustained wealth.

​Let's begin by exploring the "When". Picture this: You make the decision to invest in the Dow Jones, (using index ETFs, as we'll discuss shortly), when it hits an impressive 14,000 points in October 2007. Excitement fills the air. Fast forward just 17 months, and to your frustration the investment has sharply declined, losing half of its value (Figure 0-1). Now, consider indices that have failed to reclaim their zenith from decades past. The Japanese Nikkei 225, for instance, peaked at an astonishing 38,957 points in December 1989 (Figure 0-2). Today, after 34 years, it has yet to surmount that pinnacle. Remarkably, it plummeted to an incredible 82% decline in October 2008, almost two decades later. If this is not a disaster then what is?

Figure 0-2
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​Meanwhile, the Greek Athens General Composite (Figure 0-3) hit its highest point at 6,484 points in September 1999. Flash forward 24 years, and it languishes 80% lower at a meager 1,286 points— inflicting severe damage to the market players who were counting on the Greek economy's rebound. In the scenarios described above, the ones that send shivers down the spine of long-term investors, numerous company stocks, within these indices, have fallen significantly from their historical peaks, resulting in losses amounting to billions.

​Navigating the "When" question becomes pivotal. The answer seems obvious: "as low as possible". But defining "low" and effectively determining that point is a challenge in itself. As we dig into addressing the "When", it's essential to maintain the right order and circle back to the first foundational aspect introduced at the beginning of this chapter—the question of "What", which in this context relates to the role of exchange-traded funds (ETFs).

​In the upcoming chapter, we'll examine ETFs in further detail to see how they contribute meaningfully to our strategy. Therefore, keep in mind that the "When" and "What" are the fundamentals of successful investing, a region where intelligent selections lead to riches and mistakes come at substantial cost.

Figure 0-3
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​When these two questions find their answers, they merge in a magical synergy that has historically produced astonishing buy signals.


Chapter 1: Understanding ETFs

"I have little confidence even in the ability of analysts, let alone untrained investors, to select common stocks that will give better than average results. Consequently, I feel that the standard portfolio should be to duplicate, more or less, the DJIA".

Benjamin Graham, 1934

What are ETFs?

In this chapter, we'll provide a quick and straightforward overview of ETFs. Whether you're new to the topic or have some prior knowledge, we invite you to explore the insights and information we have in store. An ETF is basically a shortcut for Exchange-Traded Funds. It's like a representation of a market asset, which could be a collection of stocks, bonds, commodities, and so on. In simpler terms, an Index ETF allows you to buy the whole index itself, so if the index price goes up or down, your gains or losses mirror that movement. Figure 1-1 illustrates the U.S. ETFs with the highest trading volume.

Figure 1-1 (source tradingview.com)
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​Benjamin Graham, the pioneer of value investing, wisely noted the unpredictability of picking individual stocks. This insight led to a more standardized approach to investing, paving the way for the concept of Exchange-Traded Funds. The very first ETF, known as the "Spider", was introduced by Standard & Poor's to track the S&P 500 index, back in 1993. In a short period of time, ETFs skyrocketed in popularity due to the wide range of benefits they offered, eventually becoming an integral part of financial markets across the globe. Here are a few of the well-known and often traded index ETFs today:

​1. SPDR Dow Jones Industrial Average ETF Trust (DIA): Seeks to replicate the performance of the Dow Jones Industrial Average, consisting of 30 large-cap U.S. stocks.

​2. SPDR S&P 500 ETF Trust (SPY): Tracks the S&P 500 index, representing 500 large-cap U.S. stocks.

​3. Invesco QQQ Trust (QQQ): Mirrors the NASDAQ-100 index, composed of 100 of the largest non-financial companies on the NASDAQ.

​4. iShares MSCI India ETF (INDA): Aims to replicate the performance of the MSCI India Index, providing exposure to a broad range of Indian equities.

​5. iShares MSCI Indonesia ETF (EIDO): Tracks the MSCI Indonesia Investable Market Index, offering exposure to Indonesian equities.

​6. iShares MSCI Brazil ETF (EWZ): Follows the MSCI Brazil 25/50 Index, providing access to Brazilian equities.

Advantages of Index ETFs

Why would anyone want to invest in Index ETFs? Well, here are the top key points:

​1. Diversification Advantage: You've likely heard the wisdom of not putting all your eggs in one basket. This rule finds its most significant application in the stock market. Instead of concentrating on a handful of individual American stocks, for instance, you have the option to embrace broader diversity by acquiring all 500 stocks found in the S&P 500 index, through the SPDR S&P 500 ETF. This way you reduce the impact of poor performance from a single stock on your overall portfolio.

​2. Targeted Exposure: If you're interested in focusing on specific geographic regions or sectors within the economy, ETFs offer you the tools to do so. You can tailor your investments to match exactly your insights and preferences. For instance, consider the Invesco QQQ Trust (QQQ), which mirrors the NASDAQ-100 index, offering exposure to non-financial companies on the NASDAQ. If an investor believes in the growth potential of the technology sector and wishes to capitalize on companies like Apple, Microsoft, and Amazon, holding QQQ allows them to precisely focus on this industry. This targeted exposure provides a strategic way to potentially benefit from the anticipated growth of the High-tech sector.

​3. Cost Efficiency: Active fund management can come with heavy costs that erode your potential gains. These costs are typically reflected in the total expense ratio (TER), which includes management fees, operating expenses, and sometimes load fees. In the realm of actively managed funds, the TER can range anywhere from 0.5% to 3% of your investment or even higher. In contrast, ETFs are designed to be cost-effective with lower transaction and holding costs. This translates to more of your returns staying in your pocket.

​4. Liquidity and Flexibility: ETFs, trading in billions daily, provide you with the ability to enter and exit positions conveniently. This reduces the risk of getting locked into investments that no longer align with your strategy.

​5. Historical Performance: Many indices have demonstrated significant gains over time, a sharp contrast to investment funds that usually lag behind. In Chapter 4, we'll dive even deeper into this subject, closely examining various indices, commodities, and cryptos through 21 revealing case studies.

​That was the broad response to the "What"—nice and simple. Now, let's shift our focus back to the more intricate "When" and explore the art of achieving a perfect entry into a trading. When these two questions unlock their secrets, the magic begins.


Chapter 2: Introduction to RSI

"Why would you ever buy a stock at the wrong time? Unfortunately, there are many market participants with no training that do it every day".

Fred McAllen

Unveiling the Relative Strength Index (RSI)

RSI might sound like a complex term, but it's basically a tool that helps us understand how strong or weak a financial asset is at a given moment. Created by J. Welles Wilder in 1978, it has become a superstar in the world of technical analysis. You'll find it featured on all those websites that display stock charts, and for a good reason.

​Now, don't worry about the nitty-gritty calculations behind RSI; we won't be diving into that. Instead, let's focus on its real-world applications, which are truly invaluable.

Figure 2-1
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​RSI is like a meter that moves between 0 and 100, telling us whether a financial asset is on a relative high or low point, how overbought or oversold it might be. The conventional interpretation sets standard boundaries at 30 and 70. When the RSI drops below 30, it enters the oversold territory (potentially undervalued), suggesting a buying opportunity. Conversely, if it goes above 70, it's in the overbought zone (relatively expensive), indicating a possible selling point. Think of RSI levels like a traffic light for financial assets – below 30 is a "green light" for potential buying, while above 70 signals a "red light" for potential selling. In this book, we've picked the level of 40 for the oversold territory (Figure 2-1). This choice is tailored to our emphasis on long-term investing, especially within the context of the monthly chart we'll be using, which exhibits less extreme fluctuations. Now that we understand how RSI works, let's explore its practical applications.

Decoding RSI: Understanding Its Significance in Investment Timing

RSI has two main uses that are like golden nuggets for investors:

​Spotting the Oversold Zone: Whenever the RSI dips below 40, it's a signal that the asset is in the oversold zone and when it rises back above 40, it's stepping out of that oversold territory. As long as the RSI remains below 40, it falls within what we'll refer to as the "golden zone"1, a space where the financial asset is on discount sale, presenting an opportunity to acquire it at a potentially lower price. Figure 2-2 displays the golden zone in monthly Nasdaq during the 2008 financial crisis.

Figure 2-2
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​Positive (Negative) Divergence: This is a fancy term for a strong hint of change in direction. It happens when the financial asset hits lower lows (higher highs), but the RSI doesn't follow suit. This is a key signal that the trend might be turning. In the Diamond Strategy presented in this book, while we introduce divergence as a valuable tool, our main focus remains on understanding and utilizing the "golden zone". Figure 2-3 displays a major positive divergence on weekly DAX diagram.

​Whether you're a seasoned investor with years of experience or just beginning your quest in the stock market, both of these tools are invaluable for making sound decisions in managing your hard-earned capital.

Figure 2-3
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​We're almost ready to unwrap our strategy—knowing when to buy an index, through ETFs, at the right moment. Let's dive in.


Chapter 3: The Diamond Strategy Blueprint: A Guided Approach

"I will tell you how to become rich. Close the doors. Be fearful when others are greedy. Be greedy when others are fearful"

Warren Buffett

Long Term Investment the Wrong Way

I wish I had read this book back in May 2007. Then, at the age of 30, I naively borrowed funds and invested my entire capital into a single Greek stock. After a few carefree months, the 2008 subprime mortgage crisis hit, followed by the Greek debt crisis, leaving nothing standing, as clearly illustrated in the chart of the Athens Composite Index below (Figure 3-1). I had to accept the loss of nearly two-thirds of my capital, pick up my pieces, and move forward. But to have read this book, I first had to write it.

Figure 3-1
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​Long-term investment is a healthy global practice among individuals, companies, and even entire countries. Its essential premise is to correctly answer the two questions posed from the outset of this book: "What" and "When". In my case, both questions were answered incorrectly:

​1. "Greece". A nation plagued by deep structural problems and a severely distorted economy during that period. Enormous debt and negligible defenses against the impending crisis that followed.

​2. "May 2007". The peak. Way too high to justify any valuation at those levels. These were exit prices from the market, as we'll see later in the book, not entry points.

Long Term Investment the Right Way

And now, let's dive into the core of this book. Let's see how the Diamond Strategy approaches these two questions:

"What"?

Indices tracking robust economies consistently display an upward trajectory over time. In his book "Stocks for the Long Run," Jeremy J. Siegel calculated the performance of U.S. stocks from 1802 to 20122. The annual return stands at 6.6% in inflation-adjusted terms*. This means that if you invested exclusively in stocks with 1 dollar in 1802, it would have grown to $704,997 by 2012. Even amid crises and market swings, the trend remains constantly upward. Each subsequent bullish wave erases losses, even from the most significant economic downturns. According to Siegel, a similar principle holds true for the stock markets worldwide. On the flip side, holding onto long-term bonds yields an average annual return of 3.6%. If you had invested a dollar entirely in bonds, back in 1802, it would have increased to $1,778 by 2012. That's a huge difference! Despite stocks outperforming bonds by only 3% annually, the ultimate sum from a long-term investment in stocks is nearly 400 times greater.

​So, what are these stock market indices? They're essentially baskets of stocks. Dow Jones comprises 30 stocks, S&P 500 includes 500, and so on. In the first chapter, we explored how ETFs allow us to buy an index and engage financially with any desired region or economic sector. And that's precisely what we'll be doing – selecting the countries, sectors or industries we want to get involved in. From the United States to India, from genetic engineering to technology, the options are boundless and can be customized to align with our personal preferences. With a world of available choices, we can tailor our investments to reflect our unique interests and financial goals.

​In the next chapter, we'll examine the real-world performance of the Diamond Strategy, bringing to light a wealth of insights. But before that, we'll address perhaps the most significant question every investor has in mind.

"When"?

We've seen in our earlier examples with the Japanese and Greek indices how a market's failure to surpass its all-time highs can lead to disastrous outcomes. However, even in such scenarios, strategically entering the market at the right time can significantly mitigate losses or potentially result in gains.

​This is where the RSI's value truly shines. In the Diamond Strategy, our monthly chart approach is straightforward: The buying signal triggers when the RSI** crosses upwards the 40 line and exits the "golden zone". If the RSI remains above the 40 line at the end of the month, the signal is validated. The market transaction is executed on the first day of the following month, as soon as the session opens. It's as easy as pie.

​The next chapter will provide an in-depth presentation of all the buying signals for major global indices, commodities and cryptos. We'll cover the average price achieved and the gains accumulated between 1980 and June 30, 2023***, by adding ETFs that track each asset throughout this entire period. It's time to witness the real-world impact of our strategy and uncover the potential it holds. Are you up for it? Let's dive in.

Notes

* When estimating returns in "inflation-adjusted terms", we remove the effects of inflation. This way, what's left is the investment's performance without the influence of rising prices.

** The default RSI of 14 periods is used.

*** For available data in every index. If the 1st signal comes in the year 2001 e.g., we'll cover the period 2001-2023.


Chapter 4: Applying the Diamond Strategy: Real-world Case Studies

“I've found that when the market's going down and you buy funds wisely, at some point in the future you will be happy”.

Peter Lynch

Putting the Diamond Strategy into Action

Get ready to watch the Diamond Strategy in action. This chapter is all about getting hands-on and applying our system to real data*, starting from 1980 and beyond to the present day**. We'll start with a stock that will serve as a personal case study, then explore 14 global indices, 4 commodities, and finally incorporate 2 cryptocurrencies into the mix.

​Specifically, we'll kick things off by analyzing four indices from the North America (S&P 500, Dow Jones, Nasdaq, and Canada TSX), one from Latin America (Sao Paolo BVSP), four from Europe (Germany's DAX, UK FTSE 100, France CAC40, Greek General Composite) and five indices from Asia (Japan Nikkei 225, Shanghai Composite, India BSE 30, Indonesia JKSE, Hong Kong Hang Seng). Plus, we'll peek into the world of Gold, Brent Crude, Copper and Silver. We'll also cover Bitcoin and Ethereum as part of our analysis.

​Let's break down this method in an easy-to-follow way. We're keeping things consistent across all assets we're dealing with. Imagine it like this: every point of an index is equal to $1 ***. With an RSI crossing and closing above 40 at month-end, a validated buy signal is triggered, giving us the green light to invest $2,500 when the next month opens.

​Here's an example: let's say we get that buy signal at the end of January. When February 1st comes and the index opens at 1250 points, we buy 2 units of the index (which is $2,500 divided by 1,250), we add that to what we already have, and we're set.

​Now, for each asset, you'll find a chart**** that shows all the purchases we've made since 1980. There is also a table that lays out the annual and total returns for each individual purchase and for the entire asset. The signals are few in number, but immensely potent. Pay special attention to the annual return—it serves as a benchmark for comparison against bonds, savings accounts, and similar investments.

​All assets undergo a thorough evaluation, receiving ratings of PASS, NEUTRAL, or FAIL based on their alignment with the minimum performance criteria for our investment strategy. For an index to successfully pass our test, it must achieve an average annual performance exceeding 8% and a total return of more than 250%. Commodities and cryptocurrencies, however, diverge from this guideline, serving primarily for capital diversification and allocation purposes. The next chapter will research the breakdown of these categories, offering comprehensive statistics from the simulation and providing insights into the selection of assets that have earned our trust and those outright rejected.

​I hope you're as pumped to read this chapter as I was to write it. Let's jump in and see the results***** play out right before our eyes.

Notes

* The data utilized in this simulation might be a bit different from the data you use, given the numerous data providers in existence today. This could translate to seeing slightly different signals on your computer depending on your data source.

** The term "present day" refers to the asset prices as of June 30, 2023. Whenever "present day" or "today" is mentioned throughout the book, it explicitly designates that specific date, which serves as a fixed reference point within the simulation.

*** For obvious reasons, we haven't taken into account the currency rates or tax differences between the various country indices. These factors could practically affect investment decisions by altering the returns presented in this simulation. However, most of the countries whose indices we analyze are major players in the global economy, showcasing fiscal data comparable to that of developed nations.

**** I created all of my charts using Metastock 11, a paid tool. In the Appendix, I will demonstrate how you can generate and actively monitor similar charts for free.

***** It's essential to focus on two key points when examining measurement results:

First, to figure out the average annual return on our investments, we use a weighted average. This means we consider how long we have held each investment. The longer we've had it, the more it affects our overall return. For instance, let's say we have two buy signals. One was 10 years ago and had an annual return of 3%, while the other was only a year ago with a 7% annual return. The weighted average is calculated like this:

(((10 years * 3%) + (1 year * 7%)) ) / ((10 years + 1 year )) =

((10*3)+(1*7)) / (10+1) = 37/11 = 3,36 %

If we were to take a simple average, the result would be 5% ((7+3) / 2 = 5). However, the weighted average of 3.36% is much closer to the true performance because the "older" 3% has a more significant impact compared to the "newer" 7%. This provides a more accurate reflection of how our investments are really doing.

Secondly, the total return on our investment is expressed as a percentage of profit relative to our initial capital. For example, if our capital starts at 100 dollars and grows to 300 dollars, the total return on our investment amounts to 200 % (200 profit / 100 capital)

Case studies are brimming with numbers and statistics. Feel free to read them all or just the markets that interest you. In any case, you won't miss a beat because the next chapter will feature comprehensive statistics for all the assets we're covering here. So, without any more delays, let's begin!


Case Study 0: ELHA, Greece

[image: Figure 4-23-2.png]

Investing the wrong way

At the start of Chapter 3, I described a personal and deeply painful experience, where I lost almost two-thirds of my capital due to a single stock investment, back in 2007. I've intentionally picked the same stock as the first asset under scrutiny in this simulation. As uncomfortable as this may be, it's important to present both sides of the coin: investing randomly based on luck and rumors or following a well-planned and structured strategy. Since we're dealing with real money that affects real lives, it's vital that we carefully consider the path we wish to take.

​Psychologists believe our brains have a clever way of dealing with major life shocks. In a somewhat magical way, they slightly alter these memories to make them less emotionally charged and then integrate them into a broader emotional context, before, temporarily or permanently, deleting them. This memory "smoothing" process might serve as a protective mechanism, allowing people to continue with their everyday lives without rapidly sinking into severe depression. But those memories don't fade away completely. Not long ago, I remembered a car accident that took place about 40 years ago when I was 5 years old. In the same way, I brought back the memory of losing a significant portion of my funds due to a bad investment, for the purposes of writing this book.

​The year was 2007, and it marked the start of a new chapter in my life. I had decided to live and work on a small, sun-kissed island of unparalleled beauty for the next four years. This fresh start filled me with hope and positivity. I thought to myself, "Now that I'm putting my family life in order, why not do the same to my financial life"? I had all the time in the world, so it might be a good idea to try a long-term investment strategy that has been successful in stock markets around the world. After a lot of consideration, investing in stocks from reputable, large companies that are set for steady growth over time, seemed like the right path to take. At least, that's what I believed back then.

​There's a famous quote that goes: "Make me a prophet, and I'll make you rich". Unfortunately, no one granted me this power, so I took a completely wrong turn. I decided to invest €30,000, all the money I had, into a single stock, in the wrong country, at precisely the wrong time. Following a brief and superficial market investigation, driven by rumors from various sources and a glimpse at a few fundamental indicators, I purchased shares of ELHA (Elvalhalcor). This company specialized in copper products and had strong ties to the real estate market, which was experiencing an unprecedented boom in Greece at that time. I acquired those shares at approximately 6 euros each. Checking out the price chart, you'll notice that the stock had its all time high at almost 14 euros in 1999, making my purchase seem like a golden opportunity. Initially, the stock price enjoyed a brief ascent, only to take a sudden and steep dive. Throughout the following months of continuous decline, I always had the concept of long-term investment spinning in my head like a broken record: "Don't worry, it will complete its natural cycle and continue to rise", but all of that was more like wishful thinking rather than realistic expectations.

​However, the decline persisted for several long months. During those tyrannical months, while I lived on a small piece of earthly paradise, I was watching my capital evaporate at an incredible speed, driving me into mental hell. Fear began to overwhelm me, and week by week, month by month, my computer screen displayed a shrinking capital: 29,000... 24,900... 19,500... 16,300... 13,800... 10,022. At that certain point, I couldn't bear it any longer and hit the sell button. I was left with just over €10,000 and a morale that had gone to zero.

​Being a diligent member of the hardworking Wage Slavery Class, the loss of €20,000 in less than a year, especially when these funds were borrowed and I had no savings, hit me hard. I found myself wondering, "Where did I go wrong? How could things take such a downturn"? Despite my thoughts being somewhat unclear due to the mental process I mentioned earlier, I distinctly remember sitting in the living room of my idyllic home with the sea view, in utter disbelief, while watching the collapse of the American economy live on TV. Panic had swept across the world. The majority of analysts shared the belief that the global status quo we had grown accustomed to was about to end, leading to a prolonged period of suffering and famine. The general public was at a loss, unsure of where to turn or how to face the upcoming chaotic future. The crisis was beginning to have a worldwide impact. Greece quickly found itself shut out of the bond markets and had to enter into support agreements with Europe and the IMF, soon followed by Ireland and Portugal. It seemed like the European Union was a step away from falling apart and the unfolding chaos resembled a scene from an ancient Greek tragedy.

​Who could have believed that this was the perfect moment to invest?


Investing the right way
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Analysis of Diamond Strategy's Performance on ELHA, Greece (2003-2023):

	a/a	Trade Date	Stock Price	Units Bought	Years Held	Initial Investment (€)	Final Investment (€)	Profit (€)	Annualized Return
	1	1/8/2003	2.200	974.09	20	2,143.00	1,982.27	-160.73	-0.39%
	2	1/12/2003	1.910	1,121.99	20	2,143.00	2,283.25	140.25	0.32%
	3	1/2/2004	1.820	1,177.47	19	2,143.00	2,396.15	253.15	0.59%
	4	1/7/2004	1.840	1,164.67	19	2,143.00	2,370.10	227.10	0.53%
	5	1/8/2005	1.580	1,356.33	18	2,143.00	2,760.13	617.13	1.42%
	6	1/6/2009	1.590	1,347.80	14	2,143.00	2,742.77	599.77	1.78%
	7	1/2/2011	0.910	2,354.95	12	2,143.00	4,792.32	2,649.32	6.94%
	8	1/10/2012	0.600	3,571.67	11	2,143.00	7,268.35	5,125.35	11.74%
	9	1/3/2015	0.320	6,696.88	8	2,143.00	13,628.15	11,485.15	26.02%
	10	1/5/2015	0.340	6,302.94	8	2,143.00	12,826.48	10,683.48	25.06%
	11	1/10/2015	0.288	7,440.97	8	2,143.00	15,142.37	12,999.37	27.69%
	12	1/4/2016	0.215	9,967.44	7	2,143.00	20,283.74	18,140.74	37.86%
	13	1/5/2020	1.220	1,756.56	3	2,143.00	3,574.60	1,431.60	18.60%
	14	1/11/2022	1.438	1,490.26	0.7	2,143.00	3,032.68	889.68	64.22%
	Total	46,724.02		30,002.00	95,083.36	65,081.36	7.63%
									


In 2009, around the time when most of the previously mentioned events (that would lead to "the end of the world as we knew it") took place, all 14 stock market indices examined in this study gave off a clear buy signal. Not one failed to indicate this buying opportunity (not even ELHA); check the tables one by one. If there's a single thing to remember from this tiny book, it's this: timing is just as critical as the asset you choose to invest in. There's no point in purchasing a promising stock, an index from a rapidly growing country or a precious metal if you're going to pay far more than its intrinsic value. And it's highly probable that you'll overpay if you make the purchase at the wrong time. This case stands as the most sound evidence of that claim.

ELHA, Greece Infographics
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​ELHA is the only stock we'll examine in this simulation for quite obvious reasons. However, everyone is welcome to analyze the stocks they might want to invest in, using the techniques of the Diamond Strategy. When our strategy proves effective with stocks that have experienced an 85% drop from their historical highs and can still yield profits, then it can handle most of the other stocks as well.

​Now, let's dive into the details. Back in 1999, ELHA hit its all-time high at 13.62 euros. Fast forward to today, it stands at 2.04 euros, marking an 85.02% decline. This is a classic catastrophe tale, much like my own. Over a 20-year span, our system generated 14 buy signals, with just one of them showing a slight negative annual performance of -0.39%. The rest ranged from moderately positive to exceptional, like our most recent signal, which showed off an annual return exceeding 64%. To link this analysis with my personal results, I assumed each purchase we made was for €2,143 (as opposed to the usual $2,500), resulting in a total investment of €30,000, making it easy to compare the performance difference with my case.

​The results of this comparison are overwhelming. Over those 20 years, our strategy managed to more than triple the initial capital of €30,000, elevating it to €95,083.36, granting a mean annual return of 7.63%. The gap between my personal and the strategy's performance is exactly €85,000, which is nearly the equivalent of the value of a home—a home I do not have due to the strategy I decided to follow.

​In this case study, it became quite evident that investing is no laughing matter. We can't take things lightly when behind us, there are spouses, children, bills, you name it. Investments are something we need to take very seriously, never leave anything to chance and always rely on facts.

​Our upcoming case studies will take a less personal and a more technical approach. These studies will yield valuable insights regarding which assets are worth investing and the right timing for these investments. With a wealth of information ahead, let's dive right in with the exploration of the United States indices, starting with the S&P 500.


Case Study 1: U.S, S&P 500
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Analysis of Diamond Strategy's Performance on S&P 500 Index (2001-2023):

	a/a	Trade Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/12/2001	1,139.50	2.19	22	2,500.00	9,746.33	7,246.33	6.38%
	2	1/5/2003	916.90	2.73	20	2,500.00	12,149.54	9,649.54	8.23%
	3	1/9/2008	1,287.83	1.94	15	2,500.00	8,633.74	6,133.74	8.61%
	4	1/8/2009	990.22	2.52	14	2,500.00	11,214.96	8,714.96	11.32%
	Total	9.38		10,000.00	41,744.57	31,744.57	8.35%
									


When it comes to the American economy, it's more or less a familiar territory. It kicked off with a tremendous economic boom in the '80s, followed by the tech frenzy of the '90s, which eventually burst in the early 2000s. Then came the 2008-09 mortgage crisis, which snowballed into a global economic meltdown. Most recently, we've been dealing with the ongoing pandemic.

​While the United States has seen periods of remarkable economic growth, as demonstrated by its robust stock market performance, this era was shadowed by significant challenges. Issues like income inequality, an inefficient and unfair healthcare system, economic tensions with China, and energy dependence that even led to wars, have posed serious concerns. Nonetheless, despite these hurdles, the country has managed to improve overall living standards, solidifying its position as a global leader and innovator across various domains for decades.

U.S, S&P 500 Infographics
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​Let's focus on the S&P 500 and take a closer look. Over the past 22 years, we spotted only 4 instances where the Diamond Strategy's buy signals were triggered. Interestingly, all of these signals appeared around the market lows of 2003 and 2009. In those challenging times, our Diamond Strategy didn't just see price points; it recognized opportunities. What sets the S&P 500 apart from the majority of other indices is its behavior during the pandemic-triggered 2020 correction—no buy signal emerged.

​Now, let's examine the returns closely. The outcome of our investment strategy in the S&P 500 has been quite remarkable, clocking in at 317.4% with an average index acquisition price corresponding to 1,066.10 points. The average annual return, an impressive 8.35%, ranks as the 5th best among all the indices we've scrutinized. You'll get a comprehensive breakdown of this performance in the upcoming chapter, where we scrutinize the detailed statistics across all indices.
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​It's fascinating to note that our gains reached a whopping 317% with just 4 well-timed trades. This stands in stark contrast to the high-stress, frequent trading approach that often leads to losses. On the flip side, our strategy aligns perfectly with Warren Buffett's famous quote: "My favorite holding period is forever". However, selling an asset is a personal decision, subject to individual needs; here, we focus on analyzing returns within a controlled experimental environment.

​With the S&P 500 explored, let's now shift our attention to the next giant on the list—the Dow Jones.


Case Study 2: U.S, Dow Jones Industrial Average
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Analysis of Diamond Strategy's Performance on Dow Jones Industrial Average Index (1982-2023):

	a/a	Trade Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/5/1982	848.36	2.95	41	2,500.00	101,494.90	98,994.90	9.45%
	2	1/9/1982	901.31	2.77	41	2,500.00	95,301.99	92,801.99	9.29%
	3	1/11/2001	9,087.45	0.28	22	2,500.00	9,633.41	7,133.41	6.32%
	4	1/12/2002	8,902.95	0.28	21	2,500.00	9,633.41	7,133.41	6.63%
	5	1/5/2003	8,478.48	0.29	20	2,500.00	9,977.46	7,477.46	7.17%
	6	1/9/2008	11,545.63	0.22	15	2,500.00	7,569.11	5,069.11	7.66%
	7	1/8/2009	9,173.65	0.27	14	2,500.00	9,289.36	6,789.36	9.83%
	8	1/5/2020	24,142.20	0.10	3	2,500.00	3,440.51	940.51	11.23%
	Total	7.16		20,000.00	246,340.15	226,340.15	8.34%
									


The Dow Jones index serves as another reflection of America's economic growth spanning the last four decades. Its remarkable performance during the periods of 1980-2000 and 2009-2023 stands out as the lengthiest and most robust bull markets in its 127-year history. The post-pandemic rebound mirrors a "springboard leap", forming that characteristic V-shaped pattern on the chart that has triggered a 2-year price rally.

U.S, Dow Jones Industrial Average Infographics
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​The index has provided us with 8 buy signals over a span of 38 years, resulting in an overall investment return of 1,131.7%. This places Dow Jones as the 3rd highest performer among the 14 indices analyzed, trailing behind only the Nasdaq and India BSE. This outstanding performance took our initial $20,000 and turned it into $246,340.15, showcasing an impressive 8.34% average annualized return.

​These buy signals were predominantly triggered shortly after significant market lows in 2003, 2009, and 2020 amidst the pandemic. When you divide the number of buy signals by the span of years needed to be activated (38 / 8), you find an average of roughly one trade every 5 years, which isn't the most challenging task in the world given the generated returns.
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​The lowest annual return observed was from the 2001 purchase, delivering an average of 6.32% over the subsequent 22 years. Conversely, the highest annual return was achieved in the 2020 buy signal, during the pandemic, boasting an exceptional 11.23%. In-between, the buy signal we got in May 1982 ended up giving us a solid 9.45% return every year for a whopping 41 years!

​Following the impressive achievements of Dow Jones, our attention now shifts to the final U.S. index in our examination that presents an even greater success story: the Nasdaq.


Case Study 3: U.S, Nasdaq
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Analysis of Diamond Strategy's Performance on Nasdaq Index (1988-2023):

	a/a	Trade Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/1/1988	335.1	7.46	35	2,500.00	102,857.88	100,357.88	11.20%
	2	1/12/1990	361.10	6.92	33	2,500.00	95,412.41	92,912.41	11.67%
	3	1/5/2001	2,116.24	1.18	22	2,500.00	16,269.75	13,769.75	8.89%
	4	1/12/2001	1,915.13	1.31	22	2,500.00	18,062.18	15,562.18	9.41%
	5	1/12/2002	1,507.94	1.66	21	2,500.00	22,887.95	20,387.95	11.12%
	6	1/5/2003	1,463.00	1.71	20	2,500.00	23,577.34	21,077.34	11.87%
	7	1/6/2009	1,796.09	1.39	14	2,500.00	19,165.21	16,665.21	15.66%
	Total	21.63		17,500.00	298,232.72	280,732.72	11.20%
									


Known as the engine behind tech innovation, the Nasdaq index illustrates the U.S. tech sector's remarkable growth over the past four decades. It is home to industry giants like Apple, Amazon, and Microsoft and reflects not only their ascent and influence on the nation's economy but also the reasons for the United States' global economic dominance.

U.S, Nasdaq Infographics
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​Nasdaq takes the lead with the highest total investment return among the indices we've studied, showcasing an impressive 1,604.2% growth. This means that our initial investment of $17,500 has soared to $298,232.72 over a span of 35 years. The average annual return for all 7 signals stands at 11.20%. This striking performance surpasses by far Jeremy J. Siegel's long-term stock holding of 6.6%, which we discussed in Chapter 3. It's worth noting that this trend is observed across various other indices we've explored.

​The buy signal with the greatest annual return occurred during the market low in 2009, reaching a substantial 15.66%. This ranks as the 9th best out of the 145 signals generated across all the indices we've examined. On the other hand, the Nasdaq's lowest annual return isn't negligible either, at 8.89% in May 2001.

[image: Verdict PASS2.png]

​These findings emphasize the value of major market lows, which we should consider more as windows of opportunity to buy at a discount and less as catastrophic events signaling the end of the world as we know it. During these market downturns, seasoned investors often seize the chance to acquire quality assets at reduced prices, with an eye on the eventual market rebound and the long-term gains.

​After Nasdaq's outstanding performance, our next destination takes us north to the neighboring country of Canada, to explore the Canadian TSX index.


Case Study 4: Canada, TSX

[image: Figure 4-4.png]

Analysis of Diamond Strategy's Performance on Canada TSX Index (1982-2023):

	a/a	Trade Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/9/1982	1,614.14	1.55	41	2,500.00	31,240.70	28,740.70	6.35%
	2	1/1/1991	3,246.06	0.77	32	2,500.00	15,519.57	13,019.57	5.87%
	3	1/10/1998	5,533.45	0.45	25	2,500.00	9,069.88	6,569.88	5.29%
	4	1/12/2001	7,366.01	0.34	22	2,500.00	6,852.80	4,352.80	4.69%
	5	1/1/2003	6,632.29	0.38	20	2,500.00	7,659.01	5,159.01	5.76%
	6	1/5/2003	6,584.07	0.38	20	2,500.00	7,659.01	5,159.01	5.76%
	7	1/6/2009	10,530.80	0.24	14	2,500.00	4,837.27	2,337.27	4.83%
	8	1/11/2015	13,530.95	0.18	8	2,500.00	3,627.95	1,127.95	4.76%
	9	1/4/2016	13,404.58	0.19	7	2,500.00	3,829.51	1,329.51	6.28%
	10	1/2/2019	15,562.27	0.16	4	2,500.00	3,224.85	724.85	6.57%
	11	1/5/2020	14,562.98	0.17	3	2,500.00	3,426.40	926.40	11.08%
	Total	4.81		27,500.00	96,946.95	69,446.95	5.73%
									


Canada has consistently held a position among the top 10 largest economies globally, due to its strong Gross Domestic Product (GDP) over time. The foundation of Canada's economic strength lies in its abundant natural resources and the strategic trade agreements, particularly with the United States and, more recently, the European Union. Canada's banking sector, known for its stability, demonstrated its resilience during the 2008 financial crisis. These factors collectively manifest in the country's stock market, which has displayed a generally steady upward trend, though not without occasional fluctuations.

Canada, TSX Index Infographics
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​The Canadian TSX index has worked its magic, transforming our starting capital of $27,500 into an impressive $96,946.95, resulting in a total investment return of 252.5%. This performance places TSX at the 7th position among the 14 indices we've examined, in the specific metric. What's worth noting is that all 11 of our buy signals were timed almost perfectly or very close to significant market lows. With an average index acquisition price of 5,717.26 points, we have a comfortable cushion to rest easy at night.
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​Interestingly, the most profitable buy signal came during the 2020 pandemic again, yielding an annual return of 11.08%. On the flip side, the lowest annual return was from the 2001 signal with an average of 4.69%. What's truly impressive is that both these returns consistently outperform bonds, demonstrating their stability over the decades. Even though the TSX doesn't successfully meet the criteria set, it can still be used as an investment for capital diversification.

​Shifting our focus to Latin America, let's now set our sights on the vibrant realm of the Brazilian Bovespa index.


Case Study 5: Brazil, Bovespa
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Analysis of Diamond Strategy's Performance on Brazil Bovespa Index (2001-2023):

	a/a	Trade Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/11/2001	11,362.00	0.22	22	2,500.00	25,979.14	23,479.14	11.23%
	2	1/9/2002	10,383.00	0.24	21	2,500.00	28,340.88	25,840.88	12.26%
	3	1/11/2002	10,172.00	0.25	21	2,500.00	29,521.75	27,021.75	12.48%
	4	1/4/2009	40,918.00	0.06	14	2,500.00	7,085.22	4,585.22	7.72%
	5	1/11/2011	58,300.00	0.04	12	2,500.00	4,723.48	2,223.48	5.45%
	6	1/10/2013	52,337.00	0.05	10	2,500.00	5,904.35	3,404.35	8.97%
	7	1/4/2014	50,412.00	0.05	9	2,500.00	5,904.35	3,404.35	10.02%
	8	1/3/2015	51,580.00	0.05	8	2,500.00	5,904.35	3,404.35	11.34%
	9	1/11/2015	45,869.00	0.05	8	2,500.00	5,904.35	3,404.35	11.34%
	10	1/4/2016	50,054.00	0.05	7	2,500.00	5,904.35	3,404.35	13.06%
	11	1/5/2020	80,501.00	0.03	3	2,500.00	3,542.61	1,042.61	12.32%
	Total	1.09		27,500.00	128,714.83	101,214.83	10.59%
									


Brazil, roughly the size of Canada in terms of Gross Domestic Product (GDP), differs significantly in its structural characteristics. The country faces substantial income inequality, political instability accompanied by major scandals and high crime rates, all of which drastically affect its trajectory. However, it's not all gloom and doom. Brazil has taken steps toward modernization, and a burgeoning middle class is emerging, a stark contrast to the nearly non-existent one in the near past. While Brazil's economy relies heavily on international commodity prices, the stock market has displayed consistent growth, especially since 2016, which reflects ongoing efforts to shape a more promising future.

Brazil, Bovespa Index Infographics
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​In our strategy results now, the Bovespa index stands as the forth-best performer within our group of 14 indices, with an impressive average annual return of 10.59%. This achievement drives him ahead of the American heavyweights, Dow Jones and S&P 500. Notably, the average purchase price at 25,229.36 points, translates to a total investment return of 368.1% over a span of 22 years since the inception of the first buy signal back in 2001.
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​Out of the 11 buy signals analyzed, six materialized between 2011 and 2016, preceding the index's striking rally that started in mid-2016. This surge resulted in a near tripling of its value over the following six years. The final buy signal within this period stands out for delivering the most profitable annual return of 13.06%, positioning this performance as the 18th best among the 145 buy signals assessed across all examined indices. Also remarkable is the fact that 8 out of the 11 buy signals resulted in a double-digit annual return, highlighting the effectiveness of the Diamond Strategy on the Bovespa index.

​Having indulged in Brazil's bountiful gains, the time has come to shift continents and set our sights on Europe, specifically Germany, as we explore the complexities of the DAX index.


Case Study 6: Germany, DAX
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Analysis of Diamond Strategy's Performance on DAX Index (2001-2023):

	a/a	Trade Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/12/2001	4,986.58	0.50	22	2,500.00	8,083.40	5,583.40	5.48%
	2	1/7/2003	3,217.21	0.78	20	2,500.00	12,610.10	10,110.10	8.43%
	3	1/6/2009	4,992.10	0.50	14	2,500.00	8,083.40	5,583.40	8.74%
	4	1/11/2011	5,934.54	0.42	12	2,500.00	6,790.06	4,290.06	8.68%
	5	1/2/2019	11,175.65	0.22	4	2,500.00	3,556.70	1,056.70	9.21%
	6	1/5/2020	10,420.46	0.24	3	2,500.00	3,880.03	1,380.03	15.78%
	7	1/11/2022	13,259.95	0.19	1	2,500.00	3,071.69	571.69	22.87%
	Total	2.85		17,500.00	46,075.38	28,575.38	8.19%
									


Germany holds a commanding position as Europe's economic heavyweight and ranks as the 4th largest economy worldwide. Its economic strength is built upon a robust export sector and the exceptional quality of its production, particularly in advanced technological industries. The trajectory of the DAX index has mainly been upward, with the exception of the years 2000 to 2013 when it experienced a period of sideways movement due to global and European economic crises.

Germany, DAX Index Infographics
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​Our strategy has also seen respectable growth, delivering profits in all 7 instances and generating buy signals particularly during major market lows and before substantial market uptrends. Three out of the total 7 signals for the DAX emerged within the last 4 years. This showcases the significant price swings experienced by the German index, especially when compared to the American ones we previously discussed. However, these particular signals turned out to be the most lucrative, yielding annual returns ranging from 9.21% to nearly 23%, ultimately transforming our initial investment of $17,500.00 into $46,075.38.
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​The DAX index secured the seventh-highest average annual return at 8.19% among the 14 indices under scrutiny. Furthermore, it claimed the 8th spot in terms of total investment return, with a decent 163.3%. Standing as the most efficient European index in our simulation, it is trailed by the French CAC40, our next subject of examination.


Case Study 7: France, CAC40
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Analysis of Diamond Strategy's Performance on CAC40 Index (2001-2023):

	a/a	Trade Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/12/2001	4,439.55	0.56	22	2,500.00	4,144.03	1,644.03	2.32%
	2	1/8/2003	3,200.81	0.78	20	2,500.00	5,772.05	3,272.05	4.27%
	3	1/5/2008	5,057.52	0.49	15	2,500.00	3,626.03	1,126.03	2.51%
	4	1/9/2009	3,676.95	0.68	14	2,500.00	5,032.04	2,532.04	5.12%
	5	1/11/2011	3,162.57	0.79	12	2,500.00	5,846.05	3,346.05	7.34%
	6	1/2/2012	3,320.32	0.75	11	2,500.00	5,550.05	3,050.05	7.52%
	7	1/7/2012	3,197.04	0.78	11	2,500.00	5,772.05	3,272.05	7.90%
	8	1/6/2020	4,776.72	0.52	3	2,500.00	3,848.03	1,348.03	15.46%
	Total	5.35		20,000.00	39,590.33	19,590.33	5.09%
									


France ranks as the European Union's second-largest economy, following only Germany. On a global scale, France claims the seventh spot, boasting a GDP of approximately 3 trillion Euros, roughly equivalent to that of the United Kingdom. The country underwent a series of economic reforms in the '80s and '90s, primarily directed towards liberalization. These reforms, coupled with an active engagement with the European Union, were the driving force behind the stock market's upward trend until the year 2000.

​However, France seems to have hit an economic block during that period, evident in a prolonged cycle of sideways movement in the price chart. It wasn't until 2021 that CAC40 managed to surpass its previous highs from the early 2000s. What could be the reasons behind this slowdown? A pause in reform efforts, labor market complexities and an outdated pension system are just a few of the factors contributing to this stagnation. Rumors suggest that adopting the euro in 2002 is to blame, but there isn't enough evidence to support this claim... yet. These considerations fuel an extensive and ongoing debate in the country, which is renowned for its inclination to discuss important matters for longer and more zealously than most in the world.

France, CAC40 Index Infographics
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​In the analysis of our strategy, the French CAC40 ranks 10th in terms of total investment return among the indices we've examined. As previously highlighted, one possible reason for this relatively modest performance might be that, as of June 30, 2023, the index has only managed a 10% increase from its heights back in 2000, in a span of twenty-three years.
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​Despite index's moderate performance, our initial investment of $20,000 has nearly doubled through 8 carefully chosen ETF purchases over a span of 22 years, averaging roughly one trade every 3 years. Remarkably, the most successful buying signal emerged once again during the pandemic, resulting in an impressive annual return of 15.46%. This might suggest that the French economy is not yet ready for a full economic shift but, at least, is undergoing positive changes.

​Moving forward in our exploration, let's direct our gaze towards the UK, focusing on the FTSE 100 index, which represents the 100 largest companies within the United Kingdom.


Case Study 8: UK, FTSE 100
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Analysis of Diamond Strategy's Performance on FTSE 100 Index (2002-2023):

	a/a	Trade Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/4/2002	5,271.80	0.47	21	2,500.00	3,539.82	1,039.82	1.67%
	2	1/8/2003	4,157.00	0.60	20	2,500.00	4,518.92	2,018.92	3.00%
	3	1/9/2008	5,636.00	0.44	15	2,500.00	3,313.87	813.87	1.90%
	4	1/8/2009	4,608.40	0.54	14	2,500.00	4,067.03	1,567.03	3.54%
	5	1/12/2020	6,266.19	0.40	3	2,500.00	3,012.61	512.61	6.41%
	Total	2.45		12,500.00	18,452.25	5,952.25	2.64%
									


England, the primary partner of the United Kingdom, has a rich history of pioneering various aspects. It's the birthplace of concepts like liberalism, the industrial revolution, trains, the standardization of time, the abolition of slavery, soccer, and many other influential ideas. However, despite its promotion of liberalism and global engagement, the United Kingdom made the unexpected choice to disconnect from its major economic allies and isolate itself. Since 2016, the year of the Brexit decision, the economic landscape has been rather stagnant, with most economic indicators pointing downwards. Only time will reveal the true impact of this choice by the British people.

​Regarding the stock market, it's quite disheartening to witness the 6th largest global economy struggling with such disappointing performance. As of June 30, 2023, the index sits at 7,531.5 points, showing just an 8.5% increase from its peak back in 1999 when it reached 6,950 points. It's puzzling that after twenty-four years, the country's major corporations are essentially valued at the same level on the stock market, or even lower when we take inflation into account. This certainly raises eyebrows to say the least.

UK, FTSE 100 Index Infographics
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​The buying signal that emerged during the pandemic yielded the lowest positive return in comparison to similar signals across the 14 indices under scrutiny. This implies a significant lack of investors' confidence in the country's recovery outside the European framework. For perspective, Greece's stock market (that finally remained in the EU) saw an annual return of 26.2% during the pandemic-triggered buying signal, a sharp contrast to the UK's mere 6.4%.
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​Furthermore, the recorded 2.64% average annual return stands as the 2nd weakest return among the 14 indices. Despite this, our investment has still managed to accumulate an overall gain of 47.6%, a performance that, while not stellar, is at least positive.

​European stock markets are clamoring for substantial changes. The old playbook just does not cut it anymore. And no economy illustrates this better than the one we're about to explore next. The Diamond Strategy yielded surprisingly positive results in Greece, so let's head there and take a closer look into the Athens Stock Exchange General Index.


Case Study 9: Greece, General Composite
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Analysis of Diamond Strategy's Performance on Greek General Composite Index (1993-2023):

	a/a	Trade  Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/1/1993	672.31	3.72	30	2,500.00	4,756.43	2,256.43	2.17%
	2	1/12/2001	2,681.51	0.93	22	2,500.00	1,189.11	-1,310.89	-3.32%
	3	1/7/2003	1,874.79	1.33	20	2,500.00	1,700.55	-799.45	-1.91%
	4	1/9/2009	2,481.82	1.01	14	2,500.00	1,291.40	-1,208.60	-4.61%
	5	1/1/2013	914.01	2.74	10	2,500.00	3,503.39	1,003.39	3.43%
	6	1/3/2015	874.61	2.86	8	2,500.00	3,656.82	1,156.82	4.87%
	7	1/5/2015	819.68	3.05	8	2,500.00	3,899.76	1,399.76	5.72%
	8	1/6/2016	649.65	3.85	7	2,500.00	4,922.65	2,422.65	10.16%
	9	1/11/2016	591.46	4.23	7	2,500.00	5,408.52	2,908.52	11.65%
	10	1/2/2019	632.27	3.95	4	2,500.00	5,050.51	2,550.51	19.22%
	11	1/6/2020	653.87	3.82	3	2,500.00	4,884.29	2,384.29	25.01%
	12	1/9/2020	636.63	3.93	3	2,500.00	5,024.94	2,524.94	26.20%
	13	1/12/2020	741.87	3.37	3	2,500.00	4,308.92	1,808.92	19.90%
	Total	38.79		32,500.00	49,597.29	17,097.29	3.25%
									


Question: Is it possible to profit from an asset that has plummeted by 80% in value?

Answer: Common wisdom says no, but the Diamond Strategy begs to differ. The Greek case serves as a vivid example of how buying in the market low, when coupled with patience, can work wonders. This is where the true worth of our system shines through, as it follows these principles faithfully.

​Here's the breakdown:

	The Greek index reached its all-time high in August 1999 at 6,484.38 points. 
	As of June 30, 2023, it stood at 1,278.61 points. 
	This represents an 80.28% decrease. 


​After 13 transactions, including three with negative returns, we've managed to boost our capital by nearly 53%. How did we achieve this? By making purchases when prices were at the very lowest. Remarkably, our last six investments alone yielded an average annual return of nearly 20%. During the pandemic, the three signals we received had an average annual return of almost 24%! This resulted in an overall annual return on our capital of 3.25% in an index that has suffered an 80% loss in value. This is quite astonishing, isn't it?

Greece, General Composite Index Infographics
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​The strength of RSI is genuinely remarkable. It boldly demonstrates that when real value exists in an asset, it will guide you to make the right moves; it will position you at precisely the right time, and with unwavering patience, you will ultimately reap the rewards of your dedication. In an index where most investors are facing losses due to the economic turmoil that overwhelmed the country, we not only managed to remain standing but also secured profits. This achievement is nothing short of impressive.

​The Greek case, once again, underscores the necessity for structural reforms in Europe. While, in this particular instance, certain reforms were enforced by the troika, they were implemented more as a matter of necessity rather than willingly and thoroughly. In recent years, Greece appears to be progressing towards development, but time will reveal the authenticity of this transformation.
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​After revisiting the Greek economic tragedy, which had a fortunate resolution, let's now shift our focus to our final destination Asia, beginning with Japan.


Case Study 10: Japan, Nikkei 225
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Analysis of Diamond Strategy's Performance on Japanese, Nikkei 225 Index (1990-2023):

	a/a	Trade  Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/11/1990	25,160.00	0.10	33	2,500.00	3,318.90	818.90	0.86%
	2	1/1/1991	23,827.00	0.10	32	2,500.00	3,318.90	818.90	0.89%
	3	1/3/1991	26,389.00	0.09	32	2,500.00	2,987.01	487.01	0.56%
	4	1/10/1991	23,910.00	0.10	32	2,500.00	3,318.90	818.90	0.89%
	5	1/4/1993	18,596.00	0.13	30	2,500.00	4,314.58	1,814.58	1.84%
	6	1/1/1994	17,422.00	0.14	29	2,500.00	4,646.47	2,146.47	2.16%
	7	1/5/1995	16,820.00	0.15	28	2,500.00	4,978.36	2,478.36	2.49%
	8	1/8/1995	16,645.00	0.15	28	2,500.00	4,978.36	2,478.36	2.49%
	9	1/2/1998	16,685.00	0.15	25	2,500.00	4,978.36	2,478.36	2.79%
	10	1/8/1998	16,303.60	0.15	25	2,500.00	4,978.36	2,478.36	2.79%
	11	1/12/1998	14,821.53	0.17	24	2,500.00	5,642.14	3,142.14	3.45%
	12	1/2/1999	14,544.12	0.17	24	2,500.00	5,642.14	3,142.14	3.45%
	13	1/12/2000	14,600.53	0.17	23	2,500.00	5,642.14	3,142.14	3.60%
	14	1/5/2001	14,096.32	0.18	22	2,500.00	5,974.03	3,474.03	4.04%
	15	1/5/2002	11,540.08	0.22	21	2,500.00	7,301.59	4,801.59	5.24%
	16	1/7/2003	9,097.61	0.27	20	2,500.00	8,961.04	6,461.04	6.59%
	17	1/5/2008	13,802.59	0.18	15	2,500.00	5,974.03	3,474.03	5.98%
	18	1/8/2009	10,355.23	0.24	14	2,500.00	7,965.37	5,465.37	8.63%
	19	1/1/2010	10,609.34	0.24	13	2,500.00	7,965.37	5,465.37	9.32%
	20	1/10/2010	9,454.00	0.26	13	2,500.00	8,629.15	6,129.15	10.00%
	21	1/11/2011	8,880.75	0.28	12	2,500.00	9,292.93	6,792.93	11.56%
	22	1/2/2012	8,789.06	0.28	11	2,500.00	9,292.93	6,792.93	12.68%
	23	1/5/2020	19,991.97	0.13	3	2,500.00	4,314.58	1,814.58	19.95%
	Total	4.05		57,500.00	134,415.64	76,915.64	3.69%
									


As mentioned in the introduction, the Japanese stock market index presents an intriguing case, as it has never managed to surpass its historical peak, set in 1989, when it reached an all-time high of 38,957 points. Several factors contribute to this phenomenon: some argue that the country struggled to recover from the burst of the '80s bubble, characterized by astronomical property and stock prices, which was followed by the "lost decades", a long period of economic challenges and slow growth.

Japan, Nikkei 225 Index Infographics

[image: infogram No 12.png]

​Others suggest that Japan's heavy reliance on exports makes it more vulnerable to economic crises, challenging its ability to adapt as effectively as more "closed" economies. Finally, many attribute this stagnation to persistent deflation, which has hindered economic growth, and the risk-averse nature of the Japanese populace and policymakers, who tend to be conservative, hesitating to take bold steps to stimulate economic growth.

​Despite these challenges, our investment strategy in the Nikkei 225 has yielded good results. Over 43 years, it generated 23 buy signals, and not a single one of them resulted in negative annual returns. It's particularly worth noting the period since 2003, where our strategy consistently achieved over 6% annual returns, even reaching nearly 20% during the pandemic. Consequently, while the index may not have reclaimed its historical highs, our strategy has provided a remarkable overall return of 133.8%. This effectively more than doubled our initial investment of $57,500 and delivered an annual return of 3.69%, competing on equal terms with deposit interest rates, bonds, and many other financial products. However, we won't consider Nikkei among the investment-worthy indices because its results fall far from the criteria we have set from the beginning of this chapter. This case study was more about steering clear of disaster rather than boosting our capital.
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​After this challenging case study, let's shift our attention westward to examine the Shanghai Composite Index, which serves as a barometer of the overall health and performance of the Chinese stock market.


Case Study 11: China, Shanghai Composite
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Analysis of Diamond Strategy's Performance on Chinese, Shanghai Composite Index (2002-2023):

	a/a	Trade  Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/4/2002	1,598.03	1.56	21	2,500.00	4,995.21	2,495.21	3.35%
	2	1/2/2003	1,499.17	1.67	20	2,500.00	5,347.44	2,847.44	3.87%
	3	1/12/2003	1,398.71	1.79	20	2,500.00	5,731.69	3,231.69	4.24%
	4	1/10/2004	1,395.67	1.79	19	2,500.00	5,731.69	3,231.69	4.46%
	5	1/12/2004	1,340.92	1.86	19	2,500.00	5,955.83	3,455.83	4.67%
	6	1/3/2005	1,305.25	1.92	18	2,500.00	6,147.96	3,647.96	5.13%
	7	1/9/2005	1,163.70	2.15	18	2,500.00	6,884.43	4,384.43	5.79%
	8	1/1/2006	1,163.88	2.15	17	2,500.00	6,884.43	4,384.43	6.14%
	9	1/3/2009	2,066.23	1.21	14	2,500.00	3,874.49	1,374.49	3.18%
	10	1/11/2011	2,450.33	1.02	12	2,500.00	3,266.10	766.10	2.25%
	11	1/2/2012	2,288.07	1.09	11	2,500.00	3,490.25	990.25	3.08%
	12	1/1/2013	2,289.51	1.09	10	2,500.00	3,490.25	990.25	3.39%
	13	1/8/2013	2,000.82	1.25	10	2,500.00	4,002.58	1,502.58	4.82%
	14	1/8/2018	2,882.51	0.87	5	2,500.00	2,785.79	285.79	2.19%
	15	1/10/2018	2,768.21	0.90	5	2,500.00	2,881.85	381.85	2.88%
	16	1/3/2019	2,954.40	0.85	4	2,500.00	2,721.75	221.75	2.15%
	17	1/12/2022	3,187.99	0.78	0.5	2,500.00	2,497.61	-2.39	-0.19%
	Total	23.95		42,500.00	76,689.35	34,189.35	4.15%
									


China has undergone a remarkable transformation over the years. It started as a closed and predominantly agrarian economy with limited industrialization. However, everything changed dramatically with the economic reforms initiated by Deng Xiaoping. In no time, China became known as the "world's factory", opening its doors to global markets and attracting millions of investors, both institutional and retail.

China, Shanghai Composite Index Infographics
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​Nevertheless, rapid growth often leads to economic bubbles and irrational exuberance. In 2007, the Shanghai Stock Exchange reached its historic highs, only to experience a sharp downturn shortly after. The global financial crisis of 2008, simply accelerated the fate of the Chinese economy. Despite once reaching an all-time high of 6,124 points, the Shanghai Composite Index now, 16 years later, finds itself in a massive triangular pattern, trading at nearly 50% below those peak levels.

​The Shanghai Composite is a classic example of an index that has trapped investors at high prices. Despite its challenging performance, our investment strategy managed to achieve profitability in 16 out of 17 cases, with an average annual return of 4.15%. Moreover, it grew our initial investment of $42,500 by 80.4%, turning it into $76,689.35. While it may rank below the average on our list in terms of annual and total returns, considering the circumstances, the positive result can be seen as quite satisfactory.
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​After Shanghai blues, it's time to shift our focus to a true star that promises extraordinary returns and profits: the BSE 30, the Indian stock market index.


Case Study 12: India, BSE 30
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Analysis of Diamond Strategy's Performance on Indian, BSE 30 Index (1999-2023):

	a/a	Trade  Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/2/1999	3,331.91	0.75	24	2,500.00	48,538.92	46,038.92	13.15%
	2	1/4/1999	3,750.22	0.67	24	2,500.00	43,361.44	40,861.44	12.62%
	3	1/12/2001	3,301.05	0.76	22	2,500.00	49,186.11	46,686.11	14.50%
	4	1/9/2002	3,206.81	0.78	21	2,500.00	50,480.48	47,980.48	15.39%
	5	1/12/2002	3,247.60	0.77	21	2,500.00	49,833.29	47,333.29	15.31%
	6	1/5/2009	11,635.24	0.21	14	2,500.00	13,590.90	11,090.90	12.86%
	7	1/4/2016	25,301.70	0.10	7	2,500.00	6,471.86	3,971.86	14.55%
	8	1/5/2020	32,748.14	0.08	3	2,500.00	5,177.48	2,677.48	27.47%
	Total	4.12		20,000.00	266,640.48	246,640.48	14.31%
									


As the Cold War drew to a close, India found itself in a challenging economic situation. The country struggle with an oversized and inefficient public sector, industries burdened by excessive regulations, and a complex taxation system, all of which needed urgent reforms to provide for its nearly 900 million population at the time. Thus, in the early '90s, India launched into a brave quest of market liberalization and privatization, boldly opening its doors to international financial markets.

​Today, India stands as the world's fifth-largest economy and ranks among the fastest-growing globally. It's rightfully famous as the "Mecca of Technology" due to the substantial investments in IT services, software development, and a thriving startup ecosystem. According to Goldman Sachs projections3, by 2050, India is expected to surpass the GDP of the European Union. Furthermore, by 2075, the country is on track to secure the position of the world's second-largest economy, trailing only behind China.

India, BSE 30 Index Infographics
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​All of these factors are clearly reflected in the stock market index we're currently examining. The BSE 30 has not only returned our initial capital over 12 times in profits but has also demonstrated an astonishing average annual return of 14.31%. Notably, all 8 trades we performed delivered annual returns in double digits. As a result, our initial investment of $20,000 has grown to $266,640.48 over the course of 24 years.
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​To better understand the disparity in performance, let's imagine a scenario where we hypothetically invested the entire $20,000 (and not gradually, as we did in this case) in a US Treasury bond with an average annual return of 4% for 24 years. In this scenario, we would have ended up with just under $52,000 by the year 2023, which is nearly $215,000 less in our pocket. Thus, the BSE 30 rightfully claims the top position for average annual returns and secures the second-best performance in our overall investment.

​Following this remarkable success story, let's turn our attention to Indonesia and dive into the evolution of the JKSE index.


Case Study 13: Indonesia, JKSE
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Analysis of Diamond Strategy's Performance on Indonesian, JKSE Index (1999-2023):

	a/a	Trade  Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/5/1999	495.19	5.05	24	2,500.00	33,642.49	31,142.49	11.44%
	2	1/12/2000	428.27	5.84	23	2,500.00	38,905.38	36,405.38	12.68%
	3	1/6/2001	405.78	6.16	22	2,500.00	41,037.18	38,537.18	13.56%
	4	1/12/2002	390.42	6.40	21	2,500.00	42,636.03	40,136.03	14.46%
	5	1/5/2009	1,722.77	1.45	14	2,500.00	9,659.73	7,159.73	10.14%
	6	1/11/2015	4,442.42	0.56	8	2,500.00	3,730.65	1,230.65	5.13%
	7	1/8/2020	5,149.63	0.49	3	2,500.00	3,264.32	764.32	9.30%
	8	1/11/2020	5,108.03	0.49	3	2,500.00	3,264.32	764.32	9.30%
	Total	26.44		20,000.00	176,140.10	156,140.10	11.92%
									


The Asian economic crisis of 1997-98 had a profound negative effect on Indonesia's economy. The country's local currency, the rupiah, devalued by nearly 70% against the dollar, forcing Indonesia to turn to the International Monetary Fund (IMF) for economic stability. The IMF, known for its consistent policies, offered a debt restructuring plan involving partial debt reduction and significant fiscal austerity measures, which often trigger protests among the local population.

​Since 2004, Indonesia's stock market indices have been on a remarkable uptrend. Presently, Indonesia ranks as the world's 16th-largest economy, closely trailing Spain. The efforts made in previous years appear to be paying off, and continuous actions to rectify issues such as corruption, a heavy reliance on resource exports, and income inequality are ongoing.

Indonesia, JKSE Index Infographics
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​The Jakarta Composite Index (JKSE) stands as yet another remarkable success story for the Diamond Strategy. Let the numbers do the talking: a staggering total return on investment of 780.7%, averaging an impressive 11.92% annually over a span of 24 years. These returns are hard to find in the open market, with only a handful of investors managing to beat them consistently in the history of trading. The initial investment of $20,000 has transformed into $176,140.10, a testament to the rewards reaped by those who dare to invest during market downturns instead of grieving their fortune.
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​Once again, we circle back to the core subject of this book: Timing. Economies naturally go through cycles, spanning from few years to entire decades. Market downturns are an inevitable part of this cycle, much like injuries in sports. They will occur at some point. What truly matters is our response in those moments; will we choose despair and complaint, or shall we opt for active participation and optimism? The tools are available, and the final decision is in our hands.

​Following this brief philosophical reflection, it's time to assess the outcomes of our strategy to the last index under scrutiny, the Hang Seng in Hong Kong, that is definitely not a success story.


Case Study 14: Hong Kong, Hang Seng
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Analysis of Diamond Strategy's Performance on Hong Kong's, Hang Seng Index (1998-2023):

	a/a	Trade  Date	Index Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/3/1998	11,486.70	0.22	25	2,500.00	4,161.61	1,661.61	2.06%
	2	1/11/1998	10,217.59	0.24	25	2,500.00	4,539.94	2,039.94	2.42%
	3	1/12/2001	11,253.98	0.22	22	2,500.00	4,161.61	1,661.61	2.34%
	4	1/4/2002	11,032.36	0.23	21	2,500.00	4,350.78	1,850.78	2.67%
	5	1/12/2002	10,107.96	0.25	21	2,500.00	4,729.11	2,229.11	3.08%
	6	1/6/2003	9,582.01	0.26	20	2,500.00	4,918.27	2,418.27	3.44%
	7	1/5/2009	15,520.99	0.16	14	2,500.00	3,026.63	526.63	1.37%
	8	1/11/2011	19,461.08	0.13	12	2,500.00	2,459.14	-40.86	-0.14%
	9	1/1/2012	18,770.64	0.13	11	2,500.00	2,459.14	-40.86	-0.15%
	10	1/11/2015	22,502.28	0.11	8	2,500.00	2,080.81	-419.19	-2.27%
	11	1/4/2016	20,786.18	0.12	7	2,500.00	2,269.97	-230.03	-1.37%
	12	1/5/2020	23,895.11	0.10	3	2,500.00	1,891.64	-608.36	-8.88%
	13	1/7/2020	24,563.57	0.10	3	2,500.00	1,891.64	-608.36	-8.88%
	14	1/2/2022	24,392.86	0.10	1	2,500.00	1,891.64	-608.36	-24.33%
	15	1/1/2023	19,570.43	0.13	0.5	2,500.00	2,459.14	-40.86	-3.24%
	Total	2.50		37,500.00	47,291.07	9,791.07	1.35%
									


Hong Kong, a Special Administrative Region (SAR) of China, underwent a historic handover from British colonial rule to Chinese sovereignty in 1997, guided by the "One Country, Two Systems" principle. Under this framework, Hong Kong enjoys substantial autonomy in its administration and economy for a period of 50 years. While not an independent sovereign state, it maintains a separate and distinct status from mainland China.

Hong Kong, Hang Seng Index Infographics
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​Hong Kong's economic expedition is truly extraordinary, starting in the 80s. The region transformed from a relatively impoverished Chinese province into a global economic powerhouse within a few decades. Its strategic location, low taxes, strong infrastructure growth, and a thriving financial sector are some of the key factors that powered this transformation. Despite ranking 40th in terms of global GDP, the Hang Seng - Hong Kong's main index - has become a vital barometer for international stock markets.

​On the other hand, the charts can't lie. The Hang Seng reached its zenith in 2018 but took a divergent path compared to other global indices afterwards. This divergence can be attributed to various factors, including political unrest, the disruptive consequences of the pandemic and the intricacies of Brexit. Given Hong Kong's historical ties with Britain, the aftermath of Brexit had a notable impact, creating additional layers of complexity in the economic landscape. Presently, the index stands at approximately 43% below its historical peak.

​When it comes to our strategy, we've saved the toughest for the end: the Hang Seng ranks at the bottom when considering all metrics. However, our overall return on investment still stands at 26.1%, and even in this instance, we didn't incur any losses compared to our initial capital. The Hang Seng also happens to be the sole index among those examined, that displayed multiple negative performance signals during the pandemic, with an average decline of -14%.

​Hang Seng is among the indices where our strategy didn't fare well. While it didn't lead to losses, it also didn't generate substantial gains, making it fall short of expectations and exclude it, of course, from the roster of prospective investment indices. On graphical representation, it's evident that the Hang Seng is on a steep downward trend. Also, the RSI indicator hit its historical low at 21.8 points in 2022, which isn't a promising sign for what lies ahead. This decline might be influenced by factors separate from those discussed earlier, and their full understanding may unfold in the future. In any case, time is the ultimate judge.
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​With the Hang Seng index, the underperforming saga, we've concluded our examination of the 14 indices, and now it's time to shift our focus to commodities. Commodities, despite their specialized nature and susceptibility to seasonal fluctuations, have demonstrated great performance within the confines of our evaluation. Our strategy encourages buying at the very lows, and every commodity has its bear markets that investors can leverage for profit.

​So, let's begin the exploration of the first asset on this list, the timeless and precious Gold.


Case Study 15: Gold Futures
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Analysis of Diamond Strategy's Performance on Gold Futures (1982-2023):

	a/a	Trade Date	Commodity Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/5/1982	352.90	7.08	41	2,500.00	13,660.15	11,160.15	4.23%
	2	1/8/1982	358.00	6.98	41	2,500.00	13,467.21	10,967.21	4.19%
	3	1/9/1984	358.00	6.98	39	2,500.00	13,467.21	10,967.21	4.41%
	4	1/4/1985	324.50	7.70	38	2,500.00	14,856.38	12,356.38	4.80%
	5	1/7/1989	383.10	6.53	34	2,500.00	12,598.98	10,098.98	4.87%
	6	1/11/1989	378.00	6.61	34	2,500.00	12,753.33	10,253.33	4.91%
	7	1/8/1990	375.00	6.67	33	2,500.00	12,869.10	10,369.10	5.09%
	8	1/7/1992	346.50	7.22	31	2,500.00	13,930.27	11,430.27	5.70%
	9	1/4/1993	338.50	7.39	30	2,500.00	14,258.27	11,758.27	5.98%
	10	1/3/1997	364.90	6.85	26	2,500.00	13,216.39	10,716.39	6.61%
	11	1/10/1998	299.10	8.36	25	2,500.00	16,129.78	13,629.78	7.74%
	12	1/10/1999	299.10	8.36	24	2,500.00	16,129.78	13,629.78	8.08%
	13	1/12/2000	273.20	9.15	23	2,500.00	17,654.01	15,154.01	8.87%
	14	1/5/2001	264.30	9.46	22	2,500.00	18,252.12	15,752.12	9.46%
	15	1/9/2013	1,394.00	1.79	10	2,500.00	3,453.63	953.63	3.28%
	16	1/3/2014	1,332.40	1.88	9	2,500.00	3,627.27	1,127.27	4.22%
	17	1/2/2015	1,283.00	1.95	8	2,500.00	3,762.33	1,262.33	5.24%
	18	1/11/2015	1,141.30	2.19	8	2,500.00	4,225.39	1,725.39	6.78%
	19	1/2/2016	1,118.00	2.24	7	2,500.00	4,321.86	1,821.86	8.13%
	Total	115.39		47,500.00	222,633.46	175,133.46	5.70%
									


Gold has played a pivotal role throughout human history. It served as a form of currency and a medium of exchange for centuries, due to its intrinsic value. Symbolizing wealth and luxury across cultures, it held a prominent place in art and jewelry. For roughly 150 years, gold also played a major part in shaping global monetary policies through the notorious "gold standard", which was abandoned by the U.S. President Richard Nixon only in 1971. Notably, this 150-year period experienced minimal inflation, as the amount of printed money was equal to the gold reserves each country held, ensuring stability in the economy and preventing excessive inflation.

​Today, gold continues to be relevant in the world economy. Governments strategically hold gold reserves to support their currencies or address trade deficits. At the same time, individuals invest in gold, as a safeguard against inflation and the uncertainties of stock market fluctuations. While it may have lost some of its shine compared to previous centuries, gold remains a reliable store of value.

Gold Futures Infographics
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​Within the framework of the Diamond Strategy, we closely examined gold in this context. Our analysis, over the past 41 years, has identified 19 profitable buy signals, leading to an impressive 368.7% return on investment. The average annual return hovers around 5.70%, and our initial capital of $47,500 has grown to $222,633.46. These results are quite remarkable, especially considering that we made, on average, one trade approximately every two years.

​The gold price chart embodies the core principles of the Diamond Strategy. Gold prices moved sideways (ranging from $250 to $750) between 1979 and 2007, for about 28 years. During this time, our strategy generated 14 buy signals, which initially may not have appeared highly promising. In fact, between '97 and 2001, the prices seemed to be slipping downward, raising concerns about a looming financial catastrophe. However, contrary to expectations, they displayed a robust upward trend and increased nearly sevenfold in value over the next decade.

​This illustrates the essence of our strategy—invest wisely, allow your investments to mature, and eventually, you'll enjoy substantial returns, often many times over. This aligns with the American "pay day", which always comes when there's genuine value backing your investment.
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​After examining the complex dynamics of the precious metal's performance, let's now set our sights to another commodity that unlike gold, isn't primarily a store of value; it's more about trading and speculation. However, it experiences its own periods of bulls and bears that we can leverage for potential gains: the world of Brent oil futures.


Case Study 16: Brent Oil Futures
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Analysis of Diamond Strategy's Performance on Brent Oil Futures (1993-2023):

	a/a	Trade Date	Commodity Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/9/1993	17.05	146.63	30	2,500.00	10,982.59	8,482.59	5.06%
	2	1/5/1994	15.85	157.73	29	2,500.00	11,813.98	9,313.98	5.50%
	3	1/10/1998	14.68	170.30	25	2,500.00	12,755.47	10,255.47	6.74%
	4	1/4/1999	14.70	170.07	24	2,500.00	12,738.24	10,238.24	7.02%
	5	1/6/2009	65.77	38.01	14	2,500.00	2,846.95	346.95	0.93%
	6	1/10/2016	50.02	49.98	7	2,500.00	3,743.50	1,243.50	5.94%
	7	1/7/2020	41.58	60.13	3	2,500.00	4,503.74	2,003.74	21.68%
	8	1/12/2020	47.79	52.31	3	2,500.00	3,918.02	1,418.02	16.16%
	Total	845.16		20,000.00	63,302.49	43,302.49	6.05%
									


Brent oil was named after the Brent Goose, a bird commonly found in the North Sea region, where the oil originates. It has been an integral part of our lives for the past five decades and today it plays a decisive role in various industries, including transportation, heating, and electricity generation. Even wars have been waged in its name, driven by the pursuit of its cost-effective acquisition. While renewable energy sources are gradually emerging, the adoption process has been relatively slow and pricey, so it seems that Brent Oil will continue to hold its leading position in the foreseeable future.

Brent Oil Futures Infographics
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​Brent oil is a commodity you wouldn't typically consider holding onto for the long term. However, our strategy has proven quite effective even in this scenario: over the last 20 years, Brent Oil has experienced significant price fluctuations, ranging from $35 to $135. A quick look at the price chart might lead a trader to say: "Buy at $45 and sell at $125 and you'll pocket a tidy sum". This straightforward approach often works well for assets that consistently, over the years, operate within specific price ranges.
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​Our strategy is in harmony with this concept. All our buying signals have been strategically timed, often aligning with the lower end of that price range. This approach has yielded remarkable results, more than tripling our capital over a 30-year period and achieving an average annual return of approximately 6.05%. Once again, our buy signals were remarkably robust during the pandemic, a period when production, transportation, and various other sectors ground to a halt, causing Brent Oil prices to plummet to rock-bottom levels.

​With that, we wrap up our exploration of Brent Oil futures, shifting our attention to the second to last commodity on our list: Copper.


Case Study 17: Copper Futures
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Analysis of Diamond Strategy's Performance on Copper Futures (1993-2023):

	a/a	Trade Date	Commodity Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/8/1993	0.8780	2,847.38	30	2,500.00	10,704.73	8,204.73	4.97%
	2	1/1/1994	0.8000	3,125.00	29	2,500.00	11,748.44	9,248.44	5.48%
	3	1/12/1996	1.0440	2,394.64	27	2,500.00	9,002.65	6,502.65	4.86%
	4	1/5/1999	0.7295	3,427.00	24	2,500.00	12,883.81	10,383.81	7.07%
	5	1/7/1999	0.7650	3,267.97	24	2,500.00	12,285.93	9,785.93	6.86%
	6	1/12/2001	0.7205	3,469.81	22	2,500.00	13,044.75	10,544.75	7.80%
	7	1/2/2002	0.7385	3,385.24	21	2,500.00	12,726.81	10,226.81	8.06%
	8	1/5/2009	2.0415	1,224.59	14	2,500.00	4,603.85	2,103.85	4.46%
	9	1/8/2013	3.1250	800.00	10	2,500.00	3,007.60	507.60	1.87%
	10	1/5/2015	2.8850	866.55	8	2,500.00	3,257.79	757.79	3.36%
	11	1/10/2016	2.2145	1,128.92	7	2,500.00	4,244.17	1,744.17	7.85%
	12	1/6/2020	2.4585	1,016.88	3	2,500.00	3,822.96	1,322.96	15.21%
	Total	26,953.98		30,000.00	101,333.49	71,333.49	6.04%
									


Copper holds a unique place in the history of metals, tracing its name back to the Latin word "cuprum", a tribute to the ancient copper mines of Cyprus. It has served humanity for millennia, shaping tools, weaponry, and currencies. Perhaps one of the most iconic copper creations is the Statue of Liberty, which acquired its distinctive green patina due to oxidation.

Copper Futures Infographics
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​In modern times, copper has become essential in industries and electrical wiring. Its price is considered a barometer for economic health, displaying trends akin to those of gold. After a significant price surge that started at 2005, copper futures have been fluctuating between $1.5 and $5 over the last two decades.

​Our strategy multiplied our initial capital of $30,000 more than threefold, transforming it into $101,333.49. This yielded a return of 237.8% on our total investment, with an average annual return of 6.04% on our capital. Remarkably, all of this was accomplished with just 12 trades over a span of 30 years, averaging one trade every 2.5 years. So, another commodity, one not typically considered a primary choice for storing value, surpassed the performance of bonds and provided us with an average return similar to the long-term holding stock returns of 6.6%, discussed in Chapter 3, by Jeremy J. Siegel.
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​Before we venture into the groundbreaking world of cryptocurrencies, let's closely examine how our strategy performed with the last commodity in this simulation, silver.


Case Study 18: Silver Futures
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Analysis of Diamond Strategy's Performance on Silver Futures (1982-2023):

	a/a	Trade Date	Commodity Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/8/1982	6.970	358.68	41	2,500.00	8,181.49	5,681.49	2.93%
	2	1/9/1984	7.400	337.84	39	2,500.00	7,706.13	5,206.13	2.93%
	3	1/4/1985	6.600	378.79	38	2,500.00	8,640.20	6,140.20	3.32%
	4	1/8/1985	6.275	398.41	38	2,500.00	9,087.73	6,587.73	3.45%
	5	1/12/1985	6.220	401.93	38	2,500.00	9,168.02	6,668.02	3.48%
	6	1/2/1986	6.070	411.86	37	2,500.00	9,394.53	6,894.53	3.64%
	7	1/10/1986	5.625	444.44	37	2,500.00	10,137.68	7,637.68	3.86%
	8	1/12/1989	5.820	429.55	34	2,500.00	9,798.04	7,298.04	4.10%
	9	1/7/1991	4.475	558.66	32	2,500.00	12,743.03	10,243.03	5.22%
	10	1/10/1991	4.200	595.24	32	2,500.00	13,577.42	11,077.42	5.43%
	11	1/2/1992	4.195	595.95	31	2,500.00	13,593.62	11,093.62	5.61%
	12	1/4/1993	3.870	645.99	30	2,500.00	14,735.03	12,235.03	6.09%
	13	1/9/1997	4.705	531.35	26	2,500.00	12,120.09	9,620.09	6.26%
	14	1/10/2001	4.665	535.91	22	2,500.00	12,224.11	9,724.11	7.48%
	15	1/1/2002	4.575	546.45	21	2,500.00	12,464.52	9,964.52	7.95%
	16	1/1/2009	11.405	219.20	14	2,500.00	4,999.95	2,499.95	5.08%
	17	1/9/2013	23.480	106.47	10	2,500.00	2,428.58	-71.42	-0.29%
	18	1/3/2014	21.325	117.23	9	2,500.00	2,674.02	174.02	0.75%
	19	1/7/2014	21.070	118.65	9	2,500.00	2,706.41	206.41	0.89%
	20	1/2/2015	17.155	145.73	8	2,500.00	3,324.10	824.10	3.63%
	21	1/6/2015	16.695	149.75	8	2,500.00	3,415.80	915.80	3.98%
	22	1/3/2016	14.915	167.62	7	2,500.00	3,823.41	1,323.41	6.26%
	23	1/1/2019	15.550	160.77	4	2,500.00	3,667.16	1,167.16	10.05%
	24	1/10/2022	18.995	131.61	1	2,500.00	3,002.02	502.02	20.08%
	Total	8,488.08		60,000.00	193,613.09	133,613.09	4.38%
									


Silver has a long history as a versatile metal, dating back to ancient times. Besides its use in household equipment and jewelry, it has played a key role in the monetary systems of various empires throughout history. Roman denarius, for example, were crafted from silver and the original British pound was equivalent to the precise weight of a pound of silver, roughly 453 grams. Thanks to its potent antibacterial properties, silver remains a key element in the manufacture of medical tools and devices.

Silver Futures Infographics
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​Today, it's often nicknamed the "devil's metal" due to its notorious price volatility. Examining its price chart spanning the last 45 years, we notice that it surged to a peak exceeding $41 early in 1980, however, just two years later, its value plummeted to under $5. Currently, after 43 years, the price stands at slightly below $23.
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​Silver serves as another classic example of an asset that has possibly trapped many investors at high price levels. With our strategy, which excels at buying when prices hit rock–bottom and others rush for the exit, we achieved positive results in 23 out of 24 trades, with an average annual return of 4.38%. Therefore, once again, we notice another commodity delivering sizeable profits, more than tripling our initial capital, even though it falls outside the scope of our chosen investments.

Why did we opt for commodities when their returns tend to be lower than those of indices (and, therefore, stocks)?

The inclusion of commodities in this simulation wasn't primarily driven by the prospect of higher returns. Instead, they serve another critical purpose: diversifying our investment portfolio and acting as a safe haven during bearish stock market periods.

​If you examine the timing of our commodity purchases, you'll notice a significant difference compared to trades in stock indices. During severe stock market downturns, a substantial number of investors shift from stocks to precious metals, seeking a safeguard for their investments. So, commodities aren't our primary investment focus; they function as a strategic allocation, adding diversity to our capital and offering reliable protection against stock market volatility.

​As we wrap up our analysis of commodities with silver, it's time to venture into a realm where the risks are substantial, but so are the potential rewards: cryptocurrencies.


Case Study 19: Bitcoin
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Analysis of Diamond Strategy's Performance on Bitcoin (2015-2023):

	a/a	Trade Date	Coin Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/3/2015	254.28	9.83	8	2,500.00	299,591.37	297,091.37	81.90%
	2	1/3/2019	3,853.76	0.65	4	2,500.00	19,810.21	17,310.21	67.78%
	3	1/2/2023	23,137.84	0.11	0.4	2,500.00	3,352.50	852.50	108.24%
	Total	10.59		7,500.00	322,754.08	315,254.08	78.19%
									


Picture this: if you wanted to send money internationally 100 years ago, it was quite an ordeal. The process involved visiting a bank or a currency exchange office, converting your money into the foreign currency, and then relying on a bank or a courier company to physically transport your money to the recipient's country. This method could take anywhere from weeks to months, offering little to no guarantees of security. Additionally, the intermediaries involved in these transactions required substantial fees.

​Thankfully, over the years, things have improved. Money transfers have become faster and more secure, facilitated by mediators such as banks and financial or postal service companies. However, these intermediaries still come with significant costs. Bitcoin, on the other side, has achieved something unique in human history: it eliminated middlemen from money transfers. Today, thanks to the groundbreaking blockchain technology, anyone can send money in seconds with complete security and minimal costs, all without even the need for the participants to know each other.

Bitcoin Infographics
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​Consider a scenario where you want to make an international money transfer today, let's say, a 10 thousand dollars. In this hypothetical case, we'll explore two options: using a traditional bank and Bitcoin.

​Bank: We chose Lloyds Bank because they provide helpful online tables4 for understanding conversion and transfer costs. The currency exchange fees for a $10,000 transaction can range from 2.70% to 3.55%, with an average of about 3.13%, depending on your account type. You should also consider the Correspondent Bank Fee, which is £12 for transactions in Europe and America, approximately $14. This means the total cost adds up to $327, and after deductions, the recipient will have $9,673 in their account, not factoring in the receiving fees of their bank.

​Bitcoin: Calculating the expenses for a Bitcoin transaction can be quite intricate, involving factors such as the number of bytes linked to the amount, the current Bitcoin price, network congestion, and more. To determine the transaction fees, you can use services like ycharts5. As of June 30, 2023, the cost for a single Bitcoin transfer is $2.38. For our $10,000 transfer, at a Bitcoin price of $30,477.25, we would need approximately 0.328 Bitcoin to cover the full amount. The fees are computed simply by multiplying the amount of Bitcoin sent by the cost per Bitcoin, which equates to 0.328 x $2.38 = $0.78. The contrast is striking. A medium-sized capital transfer, in Bitcoin is not only faster but also nearly 420 times cheaper.

​However, Bitcoin's main role may not be just purchasing stuff and transferring money. Instead, it has set its sights on a more ambitious goal – becoming the new digital gold, a leading store of value in the modern age, an electronic equivalent of traditional gold. This aspiration is backed by several compelling reasons. Bitcoin has a supply limit (only 21 million coins will ever exist) and it's completely decentralized, operating without any human control. Additionally, its impressive divisibility (1 Bitcoin can be divided into 100,000,000 satoshis), ensures accessibility even for small-scale investors while its high liquidity makes it easy to transfer across the globe at lightning speed, unlike physical gold.

​The Bitcoin price chart acts as a canvas that captures the strangeness of human nature. Back in 2009 when Bitcoin first emerged, its price was virtually zero ($0.00... you can add as many zeros as you want after the decimal point). Then, after 4 years, it soared to nearly $1,200. Another 4 years passed, and it skyrocketed to $20,000. Fast forward yet another 4 years, and it came close to hitting $69,000. The four-year intervals aren't random; they align with Bitcoin's halving events, where the rate of new coin creation is reduced by half. This process is expected to continue until the year 2140, at which point all 21 million Bitcoins will have been in circulation.

​Since the monthly RSI for Bitcoin has never dropped below 40, we found it necessary to shift the RSI's lower limit to 45. This adjustment allows our strategy to work and generate buying signals. These signals appeared every 4 years with Swiss-watch precision. Specifically, two years after each halving, when the market had reached a major low and the next upward wave was about to begin, we received a buy signal.

​The returns generated by our strategy on Bitcoin have been exceptional. We're talking about an overall return on investment of more than 4,200%, with average annual return exceeding 78%. Our initial $7,500 investment has grown to $322,754.08, and we've acquired over 10 Bitcoins at an average price of $708.
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​Bitcoin and cryptocurrencies, in general, offer an additional way of diversifying our capital, much like commodities did before. This diversification depends on the individual's risk tolerance, with higher risk potentially leading to greater returns (or losses). After examining Bitcoin, the leading cryptocurrency, let's turn our attention to Ethereum, the runner-up in the crypto market.


Case Study 20: Ethereum
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Analysis of Diamond Strategy's Performance on Ethereum (2019-2023):

	a/a	Trade Date	Coin Price	Units Bought	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return
	1	1/5/2019	161.84	15.45	4	2,500.00	30,804.21	28,304.21	87.36%
	2	1/2/2020	179.88	13.90	3	2,500.00	27,713.82	25,213.82	122.97%
	3	1/5/2020	206.23	12.12	3	2,500.00	24,164.86	21,664.86	113.02%
	4	1/8/2022	1,679.98	1.49	0.9	2,500.00	2,970.76	470.76	21.13%
	5	1/11/2022	1,572.89	1.59	0.7	2,500.00	3,170.14	670.14	40.39%
	6	1/2/2023	1,585.27	1.58	0.4	2,500.00	3,150.20	650.20	78.24%
	Total	46.13		15,000.00	91,973.99	76,973.99	94.67%
									


Ethereum, the second-largest cryptocurrency after Bitcoin, was born from the visionary mind of Vitalik Buterin when he was just 19 years old, back in 2013. His dream? To create a cryptocurrency that could do more than Bitcoin. Today the heart of the Ethereum ecosystem lies in smart contracts — lines of code that lock in unchangeable agreements between two parties. Once these contracts get their digital signatures, they're set in stone, and execute automatically.

Ethereum Infographics
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​The security, transparency and speed offered by smart contracts, swiftly captured the attention of financial giants. Walmart, for instance, collaborated with IBM to create 'IBM Food Trust' — a blockchain-based smart contract system, that has proven to be highly efficient in managing supply chain operations. Moreover, JPMorgan Chase and Microsoft have developed applications based on Ethereum, focusing on financial services and cloud computing (through Azure), respectively.

​The Ethereum price chart tells a story that's very similar to Bitcoin's journey – a humble beginning, a meteoric rise, followed by a dramatic fall. Starting at a mere $0.30 during its initial public offering in late 2014, Ethereum skyrocketed to nearly $5,000 over a span of almost seven years. However, like most cryptocurrencies, it has experienced a decline of over 80% in value, despite its recent efforts to bounce back.

​The future of cryptocurrencies is clouded by uncertainty. The crypto market has endured a prolonged winter for almost two years, leaving participants feeling exhausted. Governments continue to cast a watchful eye and tighten the screws on regulations (without any compelling rationale to do otherwise) and the degree of adoption within the real economy is somewhat disappointing. Opinions about the crypto market are deeply divided, with committed believers and firm critics and only time will unveil what lies ahead for cryptocurrencies.
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​In this challenging environment, our strategy generated remarkable results. It capitalized on buying signals that emerged around significant market bottoms, following the strong bullish waves of 2018 and 2021. Collectively, these six investments delivered a capital return of 513.2%, along with an astonishing average annual yield of 94.67%, the highest on record throughout the entire simulation. Despite the daunting crypto market downturn, our strategy continues to yield substantial profits because it remains committed to purchasing at very low entry points.

​With Ethereum's analysis, we finalize our in-depth examination of 21 financial assets, each acting as a unique pixel in the mosaic of our market understanding. In the next chapter, we'll collect and dig deeper into the figures generated by this simulation, showcasing all the assets that met our evaluation criteria and those that are probably best avoided.


Chapter 5: Diamond Strategy Complete Statistics

"In God we trust. All others must bring data".

W. Edwards Deming

Evaluating the Performance of the 14 Simulation's Indices

In this chapter, we will examine the summary statistics generated by our simulation. Table 5.1 below, provides a breakdown of the performance for all the indices we applied the Diamond Strategy on. Of the three columns on the right, the first two should be familiar: the average annual return and the total investment return, which were previously presented for each of the 21 assets we analyzed. The appearance of the third column arises from a specific issue we needed to address:

Table 5.1

	a/a	Years Held	Index Name	Average Annualized Return	Total Return	Yearly Weighted Total Return
	1	24	India BSE	14.31%	1,233.20%	51.38%
	2	35	Nasdaq	11.20%	1,604.20%	45.83%
	3	24	Indonesia JKSE	11.92%	780.70%	32.53%
	4	41	Dow Jones	8.34%	1,131.70%	27.60%
	5	22	Brazil Bovespa	10.59%	368.10%	16.73%
	6	22	S&P 500	8.35%	317.40%	14.43%
	7	22	DAX	8.19%	163.30%	7.42%
	8	41	Canada TSX	5.73%	252.50%	6.16%
	9	22	France CAC 40	5.09%	98.00%	4.45%
	10	33	Nikkei 225	3.69%	133.80%	4.05%
	11	21	Shanghai Composite	4.15%	80.40%	3.83%
	12	21	UK FTSE 100	2.64%	47.60%	2.27%
	13	30	Athens Composite	3.25%	52.60%	1.75%
	14	25	Hang Seng	1.35%	26.10%	1.04%


​The total return of each index was obtained by holding this index for different time periods. Let's consider the top two performers in terms of total returns – the India BSE and the Nasdaq, for instance. The Nasdaq may outshine the Indian index by nearly 400% in total return, but this happens over a much longer holding period. Nasdaq took a full 35 years to achieve a return of 1,604.20%, whereas the Indian BSE yielded 1,233.20% in a relatively shorter span of 24 years. Yearly Weighted Total Return, which essentially represents total returns on an annual basis (Total Return % / Years Held), was used to resolve that issue and also sort the table. This indicator disrupts the index order because, when considering annualized total return, the Indian BSE has exhibited significantly faster growth compared to the Nasdaq.

​We've categorized the 14 indices into three distinctive groups: those primed for investment, the mid-tier reserved for capital allocation, and those we'd rather avoid. The indices destined for investment, the top 6 in Table 5.1, are the stars of the show. They deliver a remarkable average annual return that exceeds 8%, a total return on investment that soars past 300%, and a double-digit average annual total return. In simple terms, they've managed to multiply our capital at least fourfold, all while maintaining an impressive annual return ranging from 8-15%, clearly standing out from the rest.

​In the middle ground, we find our intermediaries, such as Germany's DAX and Canada's TSX. On one hand, DAX has a strong average annual return and a weak total return, while Canada's TSX presents the exact opposite; this is why they don't fit into any category. At the bottom are the 6 indices that we advise steering clear of. This group encompasses all of Europe's indices - except DAX, and over half of the formidable Asian giants. We've repeatedly discussed the pivotal structural reforms required for Europe to bridge the gap with the rest of the world. However, in Asia, the challenges are of different nature, including concerns about overheating and the rapid expansion of economy. Additionally in China, there might be underlying political complexities connected to the governance system and the bold experiment of organizing a capitalistic economy within a communist framework. Nevertheless, only time will unveil the unfolding narrative.

​In conclusion, the simulation results clearly indicate that the most profitable global indices for investment are India BSE, Nasdaq, Indonesia JKSE, Dow Jones, Brazil Bovespa, and S&P 500. Additionally, we'll exclusively employ the DAX and Canada TSX indices for capital diversification, leaving out the rest.

Evaluating the Performance of the 4 Simulation's Commodities

As highlighted in the previous chapter, commodities tend to deliver lower returns than indices. Investors favor them mainly for capital allocation and as a secure haven during periods of turbulence in the stock markets. You can find the performance data in Table 5.2 below, and there isn't much more to add. The dominance of gold is evident; although it did not precisely pass our test, it has significantly multiplied our initial investment over fourfold, with annual returns well above those of bonds. Therefore, it stands as our primary investing choice for capital diversification. In any case we'll avoid silver due to its extreme volatility, which confirms its reputation as the "devil's metal", placing it at the bottom of our simulation's performance rankings.

Table 5.2

	a/a	Years Held	Commodities	Average Annualized Return	Total Return	Yearly Weighted Total Return
	1	41	Gold Futures	5.70%	368.70%	8.99%
	2	30	Copper Futures	6.04%	237.80%	7.93%
	3	30	Brent Crude	6.05%	216.50%	7.22%
	4	41	Silver Futures	4.38%	222.70%	5.43%


Evaluating the Performance of the 2 Simulation's Coins

Cryptocurrencies came as a major surprise in our simulation. Their returns were nothing short of extraordinary, but so are the risks they carry. To put it in perspective, Bitcoin alone multiplied our initial investment by a staggering 43 times in just 8 years, turning every $1,000 invested into $43k. In addition, Ethereum consistently doubled its value, on average, every year when making well-timed investments (table 5.3).

Table 5.3

	a/a	Years Held	Coins	Average Annualized Return	Total Return	Yearly Weighted Total Return
	1	8	Bitcoin	78.19%	4,203.40%	525.43%
	2	4	Ethereum	94.67%	513.2%	128.30%


​In the realm of cryptocurrencies, we'll avoid making any recommendations, as their inherent uncertainty makes it challenging to advocate for or against them, even though they passed our test by a wide margin. On one hand, you could experience rapid wealth multiplication; and on the other, you might face the possibility of losing everything, just as others have in the past, when crypto values hit rock bottom and erased entire investments. Daring investors, allocate 2-5% of their capital to cryptocurrencies as part of their portfolio diversification strategy. However, this decision largely depends on personal risk tolerance and financial circumstances.

Evaluating the Performance of all Simulation's Buy Signals

The Diamond Strategy has generated a total of 217 buy signals across 20 different assets (excluding the stock in Case Study 0) as follows: 145 buy signals for indices, 63 for commodities, and 9 for cryptocurrencies. Let's explore the distribution of positive and negative signals first:

​Indices: Out of the 145 buy signals, only 12 turned out to be negative, resulting in a success rate of 91.7%. Notably, all negative signals originate from three indices: Hang Seng (8), Athens Composite (3), and Shanghai Composite (1).

​Commodities: Among the 63 buy signals, just 1 was negative (Silver), showcasing a success rate of 98.4%.

​Cryptocurrencies: All 9 buy signals for cryptocurrencies were positive, achieving a perfect success rate of 100%.

​When considering the entire spectrum, out of the 217 buy signals issued, only 13 produced negative outcomes, underscoring an overall success rate of 94%.

Additional Key Summary Statistics:

​Simulation: All assets yielded positive annual and total returns, with no losses incurred in any of them individually.

​Indices: The average annual return across all 145 signals, including even those we choose not to invest in, stands at 6.33%. This number closely mirrors the long-term gains in Jeremy J. Siegel's stock portfolio, even when including indices not within our investment scope.

​Indices: Across the 46 signals for indices we approved for investment, there was an average annual return of 10.82%.This figure significantly outperforms Siegel's return of 6.6%, exceeding it by almost 64%!

​Indices: We received one buy signal every 2.6 years (383 years / 145 signals) for all 14 indices under scrutiny and one buy signal every 3.7 years (168 years / 46 signals) for the 6 indices we endorsed for investment.

​Commodities: The average annual return across all 63 signals for the four commodities evaluated, calculates to 5.27%. For gold, a commodity we've cleared for investment, it stands at 5.70%.

​Commodities: We received one buy signal almost every 2.3 years (142 years / 63 signals) for all 4 commodities under scrutiny and one buy signal every 2.2 years (41 years / 19 signals) for the gold we approved for investment.

​Cryptocurrencies: The two coins we examined yielded a staggering average annual return of 86.30% across all 9 signals, with an average of 1 signal every 16 months (12 years / 9 signals).

​In Table 5.4 below, for illustrative purposes, you can find details on the 15 most profitable index signals.

Table 5.4

	a/a	Trade  Date	Index  Price	Years Held	Initial Investment ($)	Final Investment ($)	Profit ($)	Annualized Return	Index
	1	1/5/2020	32,748.14	3	2,500.00	5,177.48	2,677.48	27.47%	India BSE
	2	1/9/2020	636.63	3	2,500.00	5,024.94	2,524.94	26.20%	Athens C.
	3	1/6/2020	653.87	3	2,500.00	4,884.29	2,384.29	25.01%	Athens C.
	4	1/11/2022	13,259.95	1	2,500.00	3,071.69	571.69	22.87%	DAX
	5	1/5/2020	19,991.97	3	2,500.00	4,314.58	1,814.58	19.95%	Nikkei 225
	6	1/12/2020	741.87	3	2,500.00	4,308.92	1,808.92	19.90%	Athens C.
	7	1/2/2019	632.27	4	2,500.00	5,050.51	2,550.51	19.22%	Athens C.
	8	1/5/2020	10,420.46	3	2,500.00	3,880.03	1,380.03	15.78%	DAX
	9	1/6/2009	1,796.09	14	2,500.00	19,165.21	16,665.21	15.66%	Nasdaq
	10	1/6/2020	4,776.72	3	2,500.00	3,848.03	1,348.03	15.46%	CAC 40
	11	1/9/2002	3,206.81	21	2,500.00	50,480.48	47,980.48	15.39%	India BSE
	12	1/12/2002	3,247.60	21	2,500.00	49,833.29	47,333.29	15.31%	India BSE
	13	1/4/2016	25,301.70	7	2,500.00	6,471.86	3,971.86	14.55%	India BSE
	14	1/12/2001	3,301.05	22	2,500.00	49,186.11	46,686.11	14.50%	India BSE
	15	1/12/2002	390.42	21	2,500.00	42,636.03	40,136.03	14.46%	Indonesia


​After thoroughly exploring each asset, the simulation results are indeed mind-blowing. It's evident that, with smart moves and enough time for things to mature, we can achieve returns that not only surpass those of savings accounts and bonds but even outperform the historically significant performance of stocks. In the next chapter, we'll refine these valuable lessons, turning them into actionable insights that illuminate our path to the complex world of investment.


Chapter 6: Conclusions and Key Insights

"Investing should be more like watching paint dry or watching grass grow.

If you want excitement, take $800 and go to Las Vegas".

Paul Samuelson

So, we've reached the end of the voyage. Throughout the pages leading to this chapter, we've made an effort to showcase the effectiveness of the Diamond Strategy on a range of financial products. It has been applied with significant success in some assets and not as much in others. At this point of the book, I believe there are four key points we should focus on. These will have a meaningful impact on our personal performance in trading, whether we choose to use the Diamond Strategy as our primary or alternative strategy or even if we don't use it at all. Let's explore them one by one.

1. Investing Inward and Outward: The Dual Role of Investigation

Inward Investigation

​To begin, you must make a critical decision early in life: Are you a short-term, a mid-term, or a long-term investor? While the definitions may vary, in general, someone who invests with a time frame of up to a year is considered short-term, those with a holding period of 1 to 3 years are mid-term, and those with horizons exceeding 3 years are classified as long-term investors. However, to truly answer this inquiry, you need to address two specific sub-questions:

​First: Among the investor categories mentioned, which one typically yields the highest profits? What does your personal experience, your social network, the books you've read, and your logical thinking suggest?

​Second: Do you possess the necessary knowledge, psychological traits, and discipline to generate these profits within that specific investment category?

​Essentially, you need to find where these - supposed - large profits exist and whether you can personally pursue them. Of course, everyone answers these questions based on their individual experiences, knowledge, and psychology. It's the answers to these very questions that lead someone to, consciously or unconsciously, choose their trading identity in life. As for me, after years of introspection and examination, I've come up with the following:

​1. Profits can be found in all trading categories, of course, but the greatest potential lies within long-term investments, and I'll explain the reasons shortly.

​2. I lack the necessary mental framework to be anything other than a long-term investor.

​As someone who spent several years in day trading, I can positively confirm that psychology and discipline are the make-or-break factors for a trader. If you haven't mastered these aspects to a level exceeding 95%, long-term investments should be your primary focus. Without the necessary discipline, day-to-day stock market challenges can wear you down, paving the way for hasty and unsuccessful moves that accumulate and, in extreme cases, can even lead to disasters. This stands in sharp contrast with the "buy and forget" approach that only long-term investing can offer. Personally, by my third year of day trading, I began to exhibit a highly disturbing syndrome: my tolerance for financial losses on a trade decreased substantially. I found myself unable to cope with losing money, not even for 10 minutes. This led me down the path of becoming an exceedingly hyperactive trader, making quick moves ranging from mere seconds to an hour, at most, within the same trading day and only if the prices aligned with the direction of my position.

​So, while day trading might hold the promise of financial gains, it wasn't the road to victory for me. My psychology intervened, creating barriers for my path to success. I ended up spending over 12 hours a day in front of my computer, with half that time having my index finger positioned on the mouse, ready to enter a trade when the opportunity seemed ideal, and to exit just 20 seconds later with marginal profits. This style of trading doesn't have a promising future, as you can imagine. Spending your entire day drowning in anxiety and insecurity, all for modest or even more substantial gains at the end of the month, can be quite exhausting.

​Let's imagine for a moment that we live in an alternate universe, within the Matrix, where we can rewind time and simulate our lives differently. In this hypothetical scenario, I start as a long-term investor from scratch, deciding to invest using the principles of the Diamond Strategy, let's say in the Dow Jones, considered a safe investment by most. If we revisit Case Study 2, we'd find that I would make 8 trades over a period of 41 years, nearly multiplying my initial capital by a factor of 12, with an annual return of over 8% on my investments. These funds accumulate gradually, not all at once, so the time span between my first and last trade would be 38 years, with an average of hardly 1 trade every 5 years. Consider investing $10,000 at each buy signal, for example. That adds up to $80,000 (or an average of approximately $163 per month). The outcome? I'd be looking at almost $1 million — specifically $985,705. Is there anything more I could wish for?

​What does this imaginary case have to do with my everyday life mentioned earlier? How much of a difference is there in terms of earnings or peace of mind? Consider the global economic crisis of 2008, for instance. At its lowest point in March 2009, the index stood at 6,500 points, and my average acquisition price at that moment would be 1,900 points. Wouldn't I feel much more confident about the future when I had already achieved significant gains and my 'margin of safety' was substantial?

In the face of these reflections, as we return to the realities of today's market landscape, a shift of profound weight is revealed; the domain of day trading has largely been taken over by automated bots. My abilities fall short when it comes to confronting these algorithms: on one hand, I lack the necessary speed to keep up, and on the other, I don't possess the technical expertise and programming skills required, to develop a bot that can outperform the competition. It's currently estimated that over 70% of all trades worldwide are executed by trading algorithms and bots6, and this percentage is expected to grow over time. Given this context, I prefer employing straightforward tools that don't rely on sophisticated technology for execution. I am well aware that, in the long term, these tools can consistently yield profits, as long as I make well-timed investments in assets of genuine underlying value.

​Furthermore, long-term investing removes the dynamic of a short-term, sharp price move in an asset that, psychologically, will push me to make the mistake. As these brief but extremely impactful market fluctuations -often unpredictable in their direction-, lose their power over me, the game changes completely and the reins of control shift to my hands.

​Concluding this extensive discussion, I'll sum up my personal perspective as follows: my mental framework guides me toward being a long-term investor if (and only if) I can make purchases at genuinely low price levels. In my view, the most secure method for doing so involves the use of RSI and the meticulous application of the Diamond Strategy. While individuals respond to these questions, based on their unique way of thinking, life experiences, and mindset, the actual evaluation comes when each person's choice is put to the test in real-world scenarios.

​Once I've answered the fundamental question about what kind of investor I am, I move on to my external quest to determine what precisely I want to invest in.

Outward Investigation

While this book has examined major global financial indices, commodities and cryptocurrencies, the scope of possibilities extends beyond these realms. Individual country-specific indices, promising economic sectors, or even particular stocks with potential can also be explored. With the variety of available assets today, we have a wealth of options in our fingertips.

​Even though the financial domain offers a plethora of opportunities, our choices are mainly guided by the level of risk we're willing to take. Whether assessing the Indian stock market, the genetic sector of the United States, or innovative Japanese companies, our decisions reflect our risk appetite. For those who prioritize a sense of security, investments that inspire confidence in their financial future become more appealing. To successfully explore this diverse landscape we must stay informed, read critically, and trust our personal guiding star.

​After completing both our internal and external explorations, making our decisions, we move on to the second point that is a central concept of this book:

2. Redefining Market Bottoms: A Buying Opportunity, Not a Disaster

Historically, bear markets have been nothing short of a disaster. Businesses shut down, people lose their jobs, homes go up for auction in droves, and a widespread cloud of anger and disappointment lurks over the population. During the economic crash of 1929, investors were jumping out of skyscraper windows, writing in this tragic way the final chapter of their financial ruin. Bank runs were a daily spectacle, where panicked depositors sprinted en masse to the bank counters, attempting to save what they could from a lifetime's savings. Millions of jobless individuals, unable to find work in their hometowns, began traveling in search of any job they could find, forming communities famously known as "Hoovervilles" (named after President Herbert Hoover), constructed from cardboard and scrap materials.

​No one can be thrilled about such situations, but altering them is beyond our control. Economic cycles are an inherent part of human existence and must be accepted as such. We all experience our ups and downs, periods of intense productivity and stagnation, of expansion and contraction. How can economies be any different? After all, aren't we the ones who drive them?

​Throughout a lengthy bear market, when it feels like it's going on and on indefinitely and the darkness won't ever fade, there's a moment when it eventually draws to a close. However, when the decline and destruction have hit their lowest point and the rebound has already kicked in, many individuals hold onto the mindset of the prior situation for an extended period. Despite the shift in circumstances and the initiation of a new path, it takes quite some time for this transformation to penetrate the broader society.

​The global economic crisis of 2007-08 left behind high unemployment, a shattered real estate market, and citizens burdened with one of the lowest levels of optimism about the future ever recorded. Unemployment in the United States began to stabilize at pre-crisis levels, as the economy recovered, by mid-2010. But guess what: the lowest point in the Dow Jones index was reached on March 6, 2009, nearly a year and a half earlier. The Diamond Strategy generated a buy signal in July 2009, a mere four months after the market had hit its lowest point. Yet, how many were prepared at that time to acknowledge that a new economic cycle had begun and that change was underway? Not many.

​The simulation findings reveal that our strategy succeeded in identifying major market bottoms with a high degree of precision. When you spot the monthly RSI dropping below 40, you now know we're in a discount phase, and sooner or later, the decline will reverse and the uptrend will kick in. The real challenge lies in our willingness to accept it and shift our perspective. This adjustment isn't just about turning away from the sinister newspaper headlines that breed panic or the sensational talk-show hosts who thrive on spreading fear. It's more about transforming ourselves, adapting the lens we use to see and engage with the broader context.

​Stock markets typically serve as early indicators of the real economy, essentially "shouting" when things are shifting direction. Are we ready to "listen"?

3. Experimentation and Patience

The Diamond Strategy relies on the monthly RSI and a bullish breakout above 40 to trigger a buy signal, but this approach is not carved in stone. The inherent flexibility of our strategy facilitates tailored modifications to suit the unique characteristics of each asset. For instance, the level of 38 might perform better on a specific index with significant fluctuations, avoiding whipsaws (false signals). Similarly, a particular commodity may generate stronger signals on a 2-week chart rather than the monthly one.

​In the context of this simulation, we followed a standardized approach across all analyses to facilitate meaningful comparisons. However, there's nothing stopping you from implementing the methods that prove most effective for the assets you've chosen to invest in. It takes time and experimentation to identify the strategy that effectively serves your purpose.

​Once you've identified the approach that works best for you, the next step is unwavering commitment. When you receive buy signals, make sure to invest in the corresponding assets and allow them to accrue value over time. Just like fine wine, which gains its unique flavor over time, investments need time to flourish. In life, highly significant things usually don't happen instantly. More often than not, anything of real value requires dedication and patience, and investment is undoubtedly one of them.

4. When to Sell? That's a Very Good Question

This book doesn't offer specific directives or guidance on closing positions because our approach strongly aligns with Warren Buffett's famous saying, "My favorite holding period is forever". Nonetheless, disinvestment plays a major role in life, and individuals may decide to do so upon retirement, or when they can't handle the emotional toll of a turbulent bear market and choose to transition to other assets etc. You'll find hundreds of indicators out there that claim to be your ticket to a successful sale but none of them work well all the time. In this section, we present two approaches, neither of which claims to be flawless; in fact, quite the opposite. While these methods can serve as helpful instruments, it's essential to use them with care, bearing in mind that they might lead to early exits from positions that still hold growth potential and substantial profits. Let's take a closer look at them.

RSI, again

In the second chapter, we explored the dual role of RSI. It identifies oversold levels and generates buy signals on one hand, and pinpoints overbought levels, indicating when to sell on the other. The drawback with the latter is that it often takes us out of the market when the bull market is just beginning, potentially causing us to miss significant future gains. Take the example of the Nasdaq in Figure 6.1: In January and March of 2014, it signaled overbought levels for the index, before it continued its upward trajectory for another year and a half, gaining an additional 1,000 points. That's why it's recommended, just as you gradually build a position, to close it the same way. In other words, when you receive a sell signal, consider closing 10-15% of your position as a profit protection, while letting the remaining 85-90% of your position to continue as usual.

Figure 6.1
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​The RSI top boundary can range anywhere from 70 to 80 on the monthly chart, depending on what works best for the asset in question. Personally, I've set the upper RSI limit at 80 to only capture extremely high values as a reference, and nothing more. The example in Figure 6.3 illustrates a scenario where the RSI can be beneficial if combined with a second tool, which will be introduced right now.

Mean Price

You may have noticed that all the analysis charts for the 21 assets presented in this simulation feature a black line tracking the prices. This is an indicator I created back in 2016 (by pure chance), so it doesn't have an official name, and you won't find it on websites like investing.com or tradingview, at least as far as I know. Let's call it "Mean Price". In the Appendix, alongside detailed instructions on how to apply the Diamond Strategy online, you'll find the complete code to create the same indicator on tradingview.com.

​During my time as a day trader, I consistently monitored the highest and lowest prices, depicted as lines in my charts, across a variety of timeframes. This practice led to the development of the Mean Price, which essentially represents the midpoint between these two lines. Let's take the monthly Nasdaq chart in Figure 6.2, for example. On the chart, we've overlaid the 12-month high and low close prices. By determining the midpoint between these values, we create the Mean Price.

Figure 6.2
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​The Mean Price holds great significance on a chart, often reflecting key support or resistance levels, depending on the chosen periods. The longer the periods, the more robust these support and resistance levels become.

​If we take a look at the Nasdaq chart in Figure 6.3, we can pinpoint three significant events that are numerically marked on the chart. All three revolve around Mean Price breakouts and the shifts they bring to the medium-term trend. The first instance relates to the support provided by the Mean Price in April 2020 during the pandemic. This support prevented a breakdown and led to a substantial two-year price rally, resulting in gains of approximately 82%. The second milestone concerns the Mean Price breakdown in January 2022. Subsequently, for three months (February-March-April), the index failed to overcome the Mean Price, ultimately plunging by over 27% in 11 months. The third event takes us to the more recent Mean Price breakout in March 2023, followed by five consecutive months of bullish momentum.

Figure 6.3
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​The Mean Price proves to be a versatile tool suitable for both long-term and short-term trading. In our simulation, we utilized the two-year Mean Price (24 months), but you'll find that the 12- or 18-month Mean Price also serves well. With some experimentation and trials, you'll identify the values that best suit your assets and trading style.

​With the presentation of these tools, we've wrapped up the insights from this simulation. It's now time to say goodbye and leave you with some final thoughts.

*

​I'm hopeful that this book has illuminated fresh angles on various topics, offering a perspective you might not have considered before. The responsibility of those who aim to contribute to public discussions is precisely this: to unveil new outlooks on our surroundings, enabling us to see the world with a renewed vision. If this book has achieved this, even in one minor aspect, it has fulfilled its purpose. Now, it's your turn to make the most out of it, and I have no doubt that you will.


Epilogue

"Success consists of going from failure to failure without loss of enthusiasm".

Winston Churchill

Persistence. It's possibly the most critical quality a person can possess. It's that immense power that gets you out of bed in the morning and compels you to pursue seemingly impossible dreams. It's the same force that drove Colonel Harland Sanders to sleep in the back of his car for years, tirelessly promoting his fried chicken recipe. He faced hundreds of rejections before finally securing his first "yes" and beginning the adventure that led to the KFC as we know it. The same determination also fueled Henry Ford after years of numerous setbacks, leading him to eventually establish the Ford Motor Company and develop the Model T – the most successful and influential car of the 20th century, forever altering the course of automotive history.

​The Diamond Strategy is firmly rooted in the value of persistence. If your aim is to amass immense wealth within mere weeks or months, then this book can't help you. Many have tried and only a handful succeeded. However, if your goal is to invest in long lasting values that generate genuine wealth over time, then you're in the perfect place. If you're looking to achieve a steady annual return on your investments and gradually build your own substantial wealth, then you've got the right book in your hands.

​As our expedition comes to an end, we'll circle back to where it all began. In the prologue, we dug into the dynamics of social classes, yet we didn't even scratch the surface of what it truly takes to change one's social status. Let's take a closer look: on one hand, it's very easy to slip in social rank; you might start as a prime minister, born into a wealthy political family with influential global connections and end up quickly plummeting due to incompetence and nepotism. In the blink of an eye, you could transition to the Upper Class, giving lectures about "The History of Left-Handed Toaster Designs". On the flip side, if you have a weak character, easily drawn into a life of extravagance and excessive spending, you might find yourself trapped in wage slavery once again. Interestingly, vivid tales of such misfortunes often revolve around heirs who didn't strive to build fortunes or political dynasties themselves but simply inherited them from previous generations.

​On the other hand, ascending the social hierarchy is an entirely different challenge, at least according to the classifications outlined in this book. And I'm not referring to the Elite here; reaching that echelon is a near-impossible feat. To go from a lower class to the Elite, you must be an exceptionally extraordinary individual, capable of founding companies like Microsoft or Amazon in a single lifetime. It's not a coincidence that the majority of the Elite is primarily composed of self-made individuals who, thanks to their unique talents, had the power to influence the world's trajectory at precisely the right moment, propelling them to the highest social strata.

​I am talking about moving from the lower to the middle social class, a slow and challenging process that demands a great amount of persistence. Mathematically speaking, my viewpoint is as follows: The main characteristic of the Upper Class is that they don't need to work, whether by choice or not. So, to figure out the point at which you won't have to work again, you need to calculate one simple thing: if your assets, at that point, are enough to sustain you for the rest of your life. (In this context, I'm referring to liquid assets that can be readily converted into cash, as opposed to your home e.g., which doesn't generate any income when you live in it).

​To illustrate this concept, let's consider a simplified example. Imagine a 45-year old man named Andrew who enjoys his lifestyle. Andrew has monthly expenses of $2,000 and, with today's statistics, an expected lifespan of 76 to 81 years. Given advances in genetics and the fact that many people surpass this limit, let's assume that Andrew will live to be 95 years old. That means he has about 50 more years of life ahead, which translates to 600 months. With $2,000 in expenses for each of these months, Andrew needs to have liquid assets today that exceed 1.2 million dollars to join the Upper Class. Additionally, he should ensure that the returns on his holdings at least cover inflation to preserve this value over the next 50 years, although this might seem like a technicality. The main dish on the menu here is the amount of wealth. Hypothetically, if Andrew currently has $1 million in liquid assets, he's still $200,000 away from the Upper Class. The calculation is that simple and anyone can do it for themselves.

In the grand theater of life, actions are the leading actors. Everyone chooses their own path in life, and whether they want to strive to move up the social ladder is a personal decision. After all, money isn't everything in life; it's just a means of acquiring goods. Many people, regardless of their social class, are perfectly content with the possessions they already have and they may have grasped the true meaning of it all.


Appendix

Putting the Diamond Strategy into Practice: A Step-by-Step Guide

Today, the investment world offers a wide range of handy platforms to assist you on your financial quest. Among these, we've handpicked tradingview.com because it goes beyond merely tracking indices and stocks or applying indicators to charts. You can even create customized indicators, which can be a game-changer. In this section of the book, we'll guide you through the essential steps for the two key aspects we previously introduced: how to implement the Diamond Strategy online and set up the Mean Price on TradingView. Let's get started.

Diamond Strategy Online

Let's head over to tradingview.com and set up a free account if you haven't already. You can sign up using your preferred method – whether it's via Google, Facebook, email, or any other option that suits you. After verifying your email, you'll be logged into the platform. In the search bar, simply enter the name of any asset that catches your eye and click to open it. For example, let's search for Nasdaq. When you select it, you'll find yourself on a page similar to what's shown in Figure A.1. In this image, I've highlighted the five key points we'll be using, and they are as follows:

Figure A.1 (source tradingview.com)

[image: Figure A-1.png]

​1. Timeframes: In here, you have the flexibility to choose time intervals ranging from 1 minute to 12 months. For the purposes of the Diamond Strategy, we'll typically go with the monthly timeframe.

​2. Indicators: By clicking here, you gain access to both pre-built indicators and those we'll create together.

​3. Templates: This is where you save the templates you've created with the indicators you've placed on them. So, when you revisit the platform in the future, it will open directly to the last template you saved.

​4. Watchlist: Here is the place you gather and keep track of the assets you want to monitor. Your last saved template is automatically applied on each asset you click on, like using RSI and Mean Price overlaid on the chart.

​5. Pine Editor: This is the space we'll write the code needed for our indicators.

​To keep an eye on the Diamond Strategy, we need the RSI indicator. So, let's head to the "Indicators" section and type "RSI" into the search bar. Click on "Relative Strength Index" at the top, and the RSI indicator will automatically be applied to our chart. Since the default values are set at 30 and 70, we'll change them to the values recommended by the Diamond Strategy or the ones we prefer. Right-click on the RSI line and select "Settings". This is how we access the settings for all indicators. In the "Style" tab, we can deselect "RSI-based MA" if we don't need it. Below, in the "RSI Upper Band" and "RSI Lower Band" we input 80 and 40, or the ones we've chosen for our strategy. Also, we can deselect "RSI Middle Band", and we're good to go.

​The only issue that can't be resolved in the settings area is that it continues to color the oversold and overbought levels at the default values of 70 and 30. If this bothers you to the extent that you want to make a change, continue reading here; otherwise, feel free to skip ahead to the next paragraph. To address the color issue and set new levels at 40 and 80, right-click on the RSI and choose "Source code". Here, the system notifies us that the code we're seeing is in "read only" mode, and to make changes, we need to click "create working copy". Click it and scroll down a bit to find the two lines of code that begin as follows:

[image: ]


now, in place of the default values of 70 and 30, you can input the numbers 80 and 40, respectively. Before closing the window, save your work by clicking on "Untitled project" at the top of the code window and choose a storage name, e.g., "my Relative Strength Index." Click "save", and you've just created your first customized indicator. We should reapply our indicator (found in "Indicators" -> "My scripts") by removing the one placed on the chart, and start with the changes we want from scratch. Now, the color-coded oversold and overbought levels will be set at 40 and 80.

​If everything has gone according to plan, you'll see an image similar to Figure A.2. In our own snapshot, the buying signal given by Nasdaq in June 2009 at 1,796.09 points is clearly visible. You'll use the same method to monitor upcoming buying signals. Up in the top right, at the point we previously marked as number 3, you'll see that our template is currently labeled "Unnamed". To give it a name, simply click the adjacent arrow, select "rename" from the dropdown menu, and enter your preferred name, like "my template" or any other you like. Click "save", and you've just created your very first template.

Figure A.2 (source tradingview.com)

[image: Figure A-2(2).png]

​If we navigate to the assets bar on the right and select Dow Jones, for example, our template will be instantly applied to Dow Jones. This way, we can monitor all the indices and stocks we desire, once we've gathered them in one place.

​Here, we need the help of the Watchlist to do just that – it will group all the assets we want to monitor in one place. Click on the "+" right next to the Watchlist that's automatically created for us, and from the new panel that appears, you can add (+) or remove (x) the indices and stocks you desire. In the free plan, there's also an available list called the "red list", which is empty. If you want more than two lists, you'll need to upgrade your subscription package, but usually, two

are enough.

​With this, we've covered the process of applying and monitoring the Diamond Strategy Online.

Setting Up the Mean Price Indicator on tradingview.com

​The free plan offered by tradingview.com allows us to simultaneously use up to two indicators. Therefore, we will set the Mean Price as our second indicator to be applied to our charts. To create the Mean Price, access the "Pine Editor" located in the bottom left toolbar (point 5 in Figure A.1). This will open a window similar to the one used for the RSI code earlier. Here, after clearing out any existing code, insert the following:

[image: ]

​With this code, we essentially calculate the Mean Price by taking the average of the highest and lowest price over the last 12 periods and then plot it on the chart as a black line with a width of 3. Of course, you can customize these values as per your preference, keeping in mind that you can add in the chart as many Mean Prices as you want. For example, to include the 12, 24, and 48-period mean values, the code would look like this:

[image: Πλαίσιο κειμένου: //@version=4 study("Mean Price", overlay=true) plot(series=((highest(12) - lowest(12))/2)+(lowest(12)), color=color.black, linewidth=1) plot(series=((highest(24) - lowest(24))/2)+(lowest(24)), color=color.black, linewidth=2) plot(series=((highest(48) - lowest(48))/2)+(lowest(48)), color=color.black, linewidth=3)]

​To save the Mean Price script, navigate to the three dots in the upper right corner of the code window and select "Save script as...". After naming the indicator we just created, then press "Add to chart" and you'll see the indicator displayed on the price chart, just like in the image A.3 below. You then save the template and you're good to go. Any price chart you open from now on will include both the RSI and Mean Price. Whenever you want to make adjustments, you'll access the "source code" by right-clicking on the indicator and make the changes you need.

Figure A.3 (source tradingview.com)

[image: Figure A-3(2).png]

​By showcasing how to create the Mean Price, we've wrapped up the technical aspect of the book. Now, all that's left is to put your knowledge into action. Unleash the magic you possess and conquer the world!..
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