
 
 

 
December 10, 2017 
 
I believe that before a trader decides to make a trade, they must first ask themselves a series of questions. 
What market am I currently in? Where do I expect the market to be in 6 months, 1 year, and 5 years from 
now? How do I respond to the answers of these questions; buy, hold, sale? 
 
The first question comes to a resounding answer: bull market. The S&P index is up 12%, and many 
analyst cherp that we are in one of the longest bull markets in history. Will is continue? 
 
Reasons to believe we will remain in a bull market: 

● Trump holds office, when elected the stock market had a tremendous upswing.  
● The market continues to thrive during speeches and public addresses from Trump. 
● The stock market favors republicans, who currently control the house and senate. 
● On the precipice of a major corporate tax cut looming, soon to pass the house and senate.  
● Trump remains in office for a remaining 3 years. 

 
This may be coming across as a Trump fan club newsletter, and maybe some of that bias exists. However, 
the evidence showing that the market favors Trump has been overwhelming these last 11 months, and 
their isn’t much to suppose an upcoming end to this bull. His recent speech in Florida he applauded 
himself for the trillions gained in the stock market over the last 11 months, touting much of that to do 
with his regulation busting, second to Abraham Lincoln, freeing the market. While also addressing that  he 
will continue to focus on regulation abolishment.  
 
 
 
Mastercard 
 
Mastercard ($MA) has had a nice run up in the last five years, as I think about their model, what the 
future holds and I realize this is an obvious choice for anyone. A cash society shifting into a digital age, 
even other countries are choosing $MA as their provider. The world consists of 80% still operating on 
cash. I know I know, that sounds like the shitty contestant on Shark Tank stating that the industry of 
diapers is a huge market that sells billions a year, so the growth is there. With total disregard for the 

 



 

players and capital already in that space. Moreover, $MA has lots of competition in this space, Visa ($V), 
Discover ($DFS) and American Express ($AXP).  
 
However, what I recently have failed to realize is the market share being carved out by Android pay, 
Samsung pay, Apple pay, and other financial services provided through devices and not plastic. The user 
operates their phone as a credit card replacement, essentially cutting out the middleman that the credit 
card companies have carved out for themselves, and becoming replacements in the same move. Now the 
question remains: which one will you bet on? 
 
Chart Comparison 
 

 
 
Notice the two dips in Jan-Feb of 2016 and July 2016. A move below the 50 MA while staying above the 
200 MA. The RSI may point to a shift downward forthcoming. If $MA moves below the 50 MA then I 
would recommend a strong buy. 
 
Currently, MA has been experiencing a very bull like run up for the past 5 years of  +222%. Staying 
above the 50 and 200 MA (Moving Average) for the bulk of this runup. However, I propose that the bull 
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run, although it is likely to continue, there will be some market corrections, or perhaps rephrased as 
“buying opportunities”, in the near future.  
 
Numbers  
 
P/E 37.19 
EPS $4.29 
Current: $149.89  
50 MA: $125.40 
200 Ma: $96.95 
RSI: 73.67 
 
According to Peter Lynch, author of One Up on Wall Street, he would assume a P/E of 37 to be absurd. 
As would many who made their wealth in the market of past with intrinsic investing, buy and hold a long, 
long time strategies. However, we find ourselves in the tailend of a long bull market, with a correction 
looming, or maybe an all out crash with a coinciding bear market for 1-3 years. Furthermore, we have 
already estimated that the bull market will continue for for sometime. Let's compare $MA’s P/E to that of 
their competition and industry. Quickly many would amise visa ($V), discovery ($DFS), and American 
Express ($AXP) to be the direct competitors to $MA.  
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$MA 
RSI: 73.67 
50 MA: 125.40 
200 MA: 96.95 
P/E: 37.19 
Current: 149.89 
 
 
 
Visa (V) 
RSI: 74 
50 MA: 96.26 
200 MA: 74.57 
P/E: 40.2 
Current: 112.60 
 

 
Visa the main competitor to $MA relative to stock price and P/E. It also has seen a major uptrend moving 
past the 50 MA and creating a gap. 
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Discover (DFS) 
RSI: 71 
50 MA: 64.17 
200 MA: 57.36 
P/E: 12.9 
Current: 73.8 

 
$DFS is closer trending to the 50 MA, but is still responding to the recent news of corporate tax cuts, and 
the trend of people devesting in tech stocks and moving into companies that will see substantial increases 
from the cut.  
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American Express (AXP) 
RSI:75 
50 MA: 83.17 
200 MA: 76.11 
P/E: 19.09 
Current 98.55 

 
$AXP is also displaying trends of the runup in the past few weeks, over all showing the bloated prices of 
the bull market with the response to tax cuts.  
 
We can see that the market is responding to the news cycle, and we can gather from the RSI that the trend 
might be due for a correction, most likely when the news event is actually realized.  
 
RSI 
 
Now RSI (Relative Strength Index) is a new number that I have been diving into in recent weeks, I don’t 
hold a full grasp on what this fully entails currently. Moreover, my understanding essentially boils down 
to a measurement showing the volatility in combination with volume, spitting out a number showing is it 
is oversold, overbought, or a reverse scenario. RSI is measured using the last 14 trading days. Measuring 
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runups and retractions within the given 14 days. Supposedly 70 means the recent runup is due for, and 
expected, to reverse. A RSI of 30 is suppose to reflect a reversal in the other direction when a stock has 
been ran down.  
 
With this tentative information we can propose that $MA might be due for this correction down to the 50 
MA due to being overbought.  
 
However, when we compare it to all four credit card companies we begin to notice a trend, over 70 
RSI across the board. Coupled with a break out in all four stocks over the last few weeks, showing 
an industry wide adjustment. The entire industry is being overbought and oversold, this is due to one 
fact: republican tax break. If we had more time I could show you the correlation of the market shift from 
tech, due to the corporate tax cut having little effect on profits to industries where the tax rate will see 
significant profits. The credit card industry happens to be one of those industries. We must consider that 
often the stock market runs up prematurely to the actual event taking place, meaning when the tax cut 
does happen, you may see a retraction towards the 50 MA as the market corrects the major run up due to 
hypothesis on the tax break occurring (yes, gambling).  
 
Example to illustrate a run up, and decline after good news is $SHOP.  They were expected to beat 
analyst estimates on earnings for last quarter, with a run up the week before to new heights, when the 
earnings report was realized, with a earnings beating expectations and news the company had finally 
broke the red and was turning a profit… the market surged in the opposite direction(look at event E, 
earnings hearing)! Correcting from $110 to $96 Nov. 6th. Where it presently is trading at $100.77. Still 
not surpassing the monumental run up in the week proceeding an earnings that was expected to beat 
earnings estimates, and did beat expectations. Unprecedented.  
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Operators 
 
We have examined the numbers, and recent trends within $MA’s chart. However, we now have to look 
into the nuts and bolts that make $MA. Is this a company worth investing in? Recent news is very 
favorable for $MA in combination with many looking toward a major profit in the credit card industry 
with the tax break forthcoming from republicans.  
 
They also have kept operating expenses down, improving the bottom line over the last few years. Recent 
income stats show improvements with 1.43 billion in net income on 3.4 billion, up from last year’s 
numbers of 1.18 billion on 2.8 billion. Much of this is attributable to the economy, as purchases are up 
11% in the last quarter. Essentially great economy equals great business for $MA.  
 
 

  
 
 
 
Conclusion 
 
I recommend sell in the coming weeks on a high note, and I also recommend watching $MA and the 
industry as a whole to watch for the dip opportunity. If I am wrong, very likely, I may be 
underestimating the run up that the stocks might do in response to the tax break, then the stocks might 
soar. 
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