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Portfolio updates & sector strategy shifts

Market stats, screens, and risk indicators

? Ask a Question

Have a question about the markets, your portfolio, or a topic you?d like us to cover in a future
newsletter?

? Email: lance@riaadvisors.com
? Follow & DM on X: @LanceRoberts
? Subscribe on Substack: @LanceRoberts

We read every message and may feature your question in next week?s issue!
?? Market Brief

Markets traded mixed last week as macro headwinds collided with high-stakes earnings. The S&P
500 slipped -2.36%, while the Nasdagq fell 2.17% in a volatile tech-led week. Most of that decline
came on Friday following a much weaker-than-expected jobs report and a resurgence in tariff
announcements. Here are the data highlights.

Fed Meeting: As expected, the Federal Reserve held interest rates steady, but the tone was
notably more fractured than usual. Two Fed governors dissented for the first time since 1993, each
voting for a 25-basis-point hike due to lingering inflation concerns. Governors Christopher Waller
and Michelle Bowman wanted a quarter percentage point reduction, as they see tariffs only
temporarily impacting inflation. They said staying on hold, as the rate-setting Federal Open Market
Committee has done since December, poses economic risks. Conversely, Chair Powell
acknowledged that inflation is trending lower but emphasized that the Committee remains ?data
dependent? and unwilling to declare victory. Markets interpreted the comments as leaning dovish
in tone but tempered by still?sticky inflation, particularly core PCE, prompting a pullback in odds of
a September cut (from ~65% to ~39%)

Earnings Roundup:

e Apple (AAPL) reported revenue of $94.0 billion, its first year-over-year growth in five years,
beating estimates of $89.2 billion. EPS came in at $1.57, above the $1.40 forecast. The
rebound was led by iPhone and Services sales. CapEx totaled around $9 billion, with
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increased investment in Al infrastructure. The company also announced a $100 billion share
repurchase program. Looking ahead, Apple guided for low-to-mid single-digit revenue
growth and gross margins in the 45.5746.5% range.

e Microsoft (MSFT) posted a strong quarter with Intelligent Cloud revenue of $28.9 billion,
up 21% year-over-year and above expectations. EPS is projected to grow 14% YoY,
supported by accelerating Azure growth. CapEXx rose 27% to $24.2 billion, much of it
allocated to Al and data centers, and the company authorized a $30 billion stock buyback.
Microsoft guided for Azure growth of 34?35% on a constant currency basis, with solid
forward momentum in enterprise demand.

e Meta Platforms (META) reported revenue of $47.52 billion, up 22% YoY, beating the
~$44.8 billion consensus. EPS surged to $7.14, far above the $5.89 estimate, driven by
strong ad sales and improving margins. CapEx hit $17 billion for the quarter and could
reach up to $72 billion for the year as Meta ramps Al and data infrastructure. The company
also repurchased $9.76 billion in stock. For Q3, Meta guided revenue between $47.5?50.5
billion, with continued margin discipline.

e Amazon (AMZN) delivered $167.7 billion in revenue, up 13% and ahead of estimates. At
the same time, EPS rose to $1.68, beating the $1.33 forecast. AWS growth reaccelerated to
17%. Still, concerns emerged after Amazon issued weak forward guidance for Q3 operating
income ($15.5?720.5 billion), citing pressure on retail margins. CapEx totaled $31.4 billion for
the quarter, with full-year spending projected at up to $106 billion, primarily targeting Al and
data center expansion. The stock fell ~8% pre-market on the disappointing outlook.

GDP & Growth: The second?quarter GDP report showed a 3% annualized increase, an apparent
rebound primarily driven by a sharp decline in imports. This inflated growth on paper even as the
underlying domestic demand remained weak. Core GDP, which strips out volatile components like
trade and inventories, expanded at just 1.2%, the slowest pace since 2022. Business investment
plunged nearly 16%, its deepest drop since COVID, while consumer spending rose modestly at
1.4%. Meanwhile, headline inflation did tick higher with the Fed?s favorite gauge, the trimmed-
mean PCE price index, rising to 2.68% from 2.57%. However, that increase will unlikely change the
Fed?s current outlook on future rate cuts. The bottom line is that the Q1 and Q2 GDP reports
should be dismissed mainly due to the significant anomalies caused by the front-running of tariffs.
Q3 should give us a better idea of where the economy is settling.

Tariffs Reignite Tensions: President Trump announced a surprise tariff escalation Thursday
night, just hours before the new measures were scheduled to take effect. The move ratchets
reciprocal tariffs highers on dozens of trading partners, significantly increasing duty rates across
key economies including, Canada, the EU, India, Taiwan, etc. This unexpected policy shift
triggered a sharp equity selloff in Asian markets, semiconductors and export-heavy sectors were
particularly hit, and added fresh geopolitical uncertainty just ahead of U.S. markets opening,
reviving concerns about spikes in inflation and disruptions to global trade flows.

Employment Weakens: The U.S. economy added just 73,000 jobs in July, far below the
~110,000 forecast, as the unemployment rate rose to 4.2%. May and June payrolls were revised
lower by 258,000 jobs, exposing a deeper slowdown. Despite weak hiring, wage growth remained
solid, boosting speculation that the Fed may cut rates in September.

?Technical Backdrop

After a long period of ?complacency? in the market, volatility finally returned on Friday, dropping
more than 1%. As we noted Friday morning, before the market opened:
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?While stretches have previously been longer, a consideration of such an event is that
low volatility tends to beget high volatility. These ?buying stampedes? typically last on
average about 15 trading days, so at 25 and counting, we are certainly pushing a more
extended duration.?
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The market?s technical backdrop has shifted notably over the past week as the S&P 500 pulled
back sharply from record highs, breaking below its short-term uptrend channel at the 20-DMA.
While longer-term moving averages (50- and 200-day) remain positively sloped, the near-term
price action reflects growing technical deterioration. The index failed to hold the 6,300 support
zone, raising the risk of a deeper correction toward the 50-day moving average near 6,150.
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Momentum indicators are flashing caution. The Relative Strength Index (RSI) has rolled over from
overbought levels and is now testing neutral territory (~50 level). MACD has produced a bearish
crossover, confirming the loss of upside momentum. Additionally, market breadth has weakened,;
only ~58% of S&P 500 constituents remain above their 50-day moving averages, down from over
70% two weeks ago. Furthermore, money flows are deteriorating sharply as buyer pressure fades.
Also, the heavy selling in small-cap stocks and the sharp rise in volatility (VIX spiking above 17)
further signal risk aversion under the surface.

That said, the primary uptrend remains intact, with the market still well above its 200-day moving
average, which currently sits near 5,900. Large-cap technology continues to provide index-level
support, with earnings momentum in Al-leveraged names mitigating broader weakness. This
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remains a consolidation within an ongoing uptrend until the S&P 500 breaks below its 50-day.

Outlook: Neutral-to-Bearish. The market appears vulnerable to additional downside pressure
soon, especially if upcoming economic data (like ISM Services and productivity reports) disappoint.
However, unless selling accelerates through key support at the 50-day moving average, this
pullback could ultimately serve as a reset for an overbought market. Investors should remain
cautious, tighten stops, and look for stabilization signals before re-engaging aggressively on the
long side.

? Key Catalysts Next Week

After last week?s sell?off driven by weak payrolls and escalating trade policy, investors now focus
on a modest U.S. economic slate. Key activity reports, including ISM services, trade balance,
factory orders, and productivity, will help refine growth and monetary expectations..

Date Release (U.S.) Period Estimated Impact

Mon, Aug4 Factory Orders & Durable Goods lune Moderate  Scotiabank
Orders Equals Maoney

Tue, Aug5 I5M Non-Manufacturing (Services) PMI July High Scotiabank  Investing.com
Trade Balance June Moderate  Scotiabenk

Thu, Aug7 Productivity (Q2) & Whaolesale Q2 / June Moderate-High  Scotizbank
Inventories
Consumer Credit June Low-Moderate  Scotizbank

Fri, Aug8 {No major U.S. release) — —
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Overall Risk Outlook: Neutral

With no inflation prints and a lighter U.S. data week, the direction hinges on ISM services and
productivity readings. Unless those surprise meaningfully, markets may remain range-bound,
awaiting the following week?s CPI/PPI for stronger directional cues.

Need Help With Your Investing Strategy?

Are you looking for complete financial, insurance, and estate planning? Need a risk-managed
portfolio management strategy to grow and protect your savings? Whatever your needs are, we are
here to help.

=¥ Real Have more than $500k invested?

g Investment Get a better strategy than “buy and hold

Advice CLICK HERE To Make An Appointment Now
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? Analysts Turn Bullish

Since April, Wall Street has become markedly more optimistic about the future of corporate
earnings. Analysts have been revising earnings estimates higher for the second half of 2025 and
well into 2026. At first glance, the rationale seems sound. Economic data has remained surprisingly
resilient, the labor market hasn?t cracked, and the Al narrative continues to fuel dreams of margin
expansion and productivity gains. But under the surface, we should ask whether analysts are
getting too far ahead of themselves.

There?s no denying that the current market narrative is powerful. The economy continues to
muddle through at a moderate pace. GDP growth hasn?t collapsed, unemployment is still
historically low, and inflation, while sticky, hasn?t reaccelerated enough to panic the Fed as tariffs
have yet to show any real impact. At least not yet. This has been enough to keep analysts busy
revising forward EPS estimates higher. Much of that optimism is concentrated in the usual
suspects, large-cap tech, Al-related plays, and discretionary names that have weathered the storm
better than expected.

THE FUNDAMENTAL V-SHAPED
RECOVERY

S&P 500 earnings revisions breadth
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THE FUNDAMENTAL V-SHAPED
RECOVERY

S&P 500 earnings revisions breadth
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The belief now is that artificial intelligence will unleash a wave of productivity, compress costs, and
expand margins for years to come. Add in the hope for rate cuts later this year or early next, and
suddenly, we have a recipe for higher valuations. A weaker dollar has also helped multinationals,
leading to rosier estimates across global-facing sectors. From this lens, the optimism seems
justified. This view has also led to a rapid reversal by Wall Street analysts to push year-end targets
for the S&P 500 index higher, with one Wall Street firm upping its year-end price target to 7100.

Oppenheimer Asset Management on Monday raised its year-end target for the S&P 500
index&#2013266080;to 7,100, the highest among major Wall Street brokerages, betting
on easing trade tensions and strong corporate earnings. Its current target implies an
11.13% upside to the benchmark index?s last close of 6,388.64. Oppenheimer
previously set a target of 5,950 for the index.? ? Reuters

WALL STREET FORECASTS
REVERT BACK FROM TARIFF
TURMOIL

S&P 500 year-end 2025 price targets

INITIAL FORECAST TARIFF REACTION LATEST

TA00 -« #- 7,100 OPPENHEIMER
¥ SONT \ f
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How significant would that be?

If the S&P 500 hits 7,100 this year, it would represent a gain of about 21% for 2025,
marking a third straight year with a surge of more than 20%. That hasn?t happened
since the late 1990s, when the U.S. economy and the stock market boomed.? ? Fortune

Of course, the late 1990s continue to be a point of discussion, with the more bearish crowd looking
for the next market crash. Nonetheless, analysts? optimism has turned sharply bullish in a very
short period. As shown, earnings sentiment not only returned to where it was in December but has
surged to new highs for the S&P 500, but not so much for the rest of the world, which brings into
guestion the whole ?loss of US exceptionalism? meme.

Exhibit 21: 2025 Earnings Sentiment
(nb upgrades - nb downgrades) f nb estimates over the past month
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Exhibit 21: 2025 Earnings Sentiment
(nb upgrades - nb downgrades) / nbestimates over the past month
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Furthermore, as Yahoo Finance noted on Wednesday, Barclays? head of US equity strategy, Venu
Krishna, shows that Big Tech has been the primary market cohort this year, with earnings growth
outperforming its actual price return. Krishna argues that this supports ?Big Tech?s? lofty
valuations and is a key reason to remain bullish on the sector.

EARNINGS ARE DRIVING THE BIG
TECH RALLY

Big Tech returns have been driven by improving earnings rather than multiple
expansion.
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So, what?s the problem with optimism?

As Bob Farrell once penned: ?When all experts agree, something else tends to happen.?

? The Risk Of Too Much Optimism

The problem with the current level of optimism is that it is mostly narrative. As noted above,
valuations are a ?terrible timing indicator.? However, valuations are a very reliable indicator of
current sentiment.
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We?ve seen this story before. Analysts are often slow to downgrade estimates when the macro
deteriorates, but they?re quick to raise forecasts when sentiment turns. That?s precisely what?s
happening now. S&P 500 forward earnings estimates are now growing at double-digit rates for
2025, even though revenue growth expectations remain low single-digits. That math only works if
margins expand significantly, something that?s far from guaranteed in an environment of still-
elevated input costs and slowing productivity growth.

More troubling is the narrowness of the revisions. While a handful of tech giants drive headline
EPS upward, earnings breadth remains poor. Strip out the ?Magnificent Seven,? and the earnings
picture looks far less exciting. This is classic late-cycle behavior, markets price in perfection while
ignoring growing imbalances underneath the surface.

Investors should remember that sentiment shifting too far in one direction tends to overshoot.
Despite the current optimism, the risks to earnings are not insignificant.

For one, economic growth is already showing signs of stress. Consumer spending has been
propped up by excess savings and credit, both of which are eroding. Credit card delinquencies are
rising. Student loan repayments are back. And wage gains have started to slow. If the consumer
cracks, corporate revenues will follow.

Input cost pressures haven?t entirely gone away either. While inflation has cooled, labor costs
remain sticky, and geopolitical shocks, whether energy markets, supply chains, or foreign conflicts,
can reignite margin compression. If inflation persists or reaccelerates, it would prompt the Fed to
delay rate cuts or raise rates again. That?s hardly the backdrop for sustained multiple expansion.
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Valuations themselves are stretched. The S&P trades well above its long-term average on forward
earnings, which means the bar for earnings surprises is high. And with so much optimism priced
into tech, even a modest disappointment could spark sharp reversals. As noted last week,

??this surge in optimism comes with risks. Notably, valuations, while a terrible timing
indicator, have surged to previous highs over the last month as prices are increasing
faster than earnings. As is always the case, investors often overlook valuations, but
valuations tell us much about sentiment and expectations.?
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That bullish turn is seen in earnings estimates for Q3, which have jumped over the last two months
back to pre-?Liberation Day? tariffs. It should be noted that while those estimates have jumped

sharply, and Wall Street analysts are turning more optimistic, the expectation is still $10/share
lower than in March 2024.
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However, even with that ?mild? tempering of expectations, earnings? current deviation from long-
term exponential growth (1900-present) is at the highest level on record. Previous deviations from
long-term growth trends tended to precede more important reversal events.
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Does this all go ?pear-shaped? at some point? The answer is yes. When and what causes it
are unknown.

Therefore, as investors, we must realize that we can?t predict the future, but we can control our
risks in the present. As we noted last week, limit speculative exposure, tighten risk controls, and
don?t chase the market.

As we discussed in ?Investing Awards You Will Never Get,?

?Even the most simplistic of risk management strategies can improve returns over time
while maintaining a focus on investment goals. Instead of fixating on beating the
benchmark, focus on building a portfolio that aligns with your financial goals and
personal risk tolerance. Ultimately, true investing success isn?t measured against a
broad index. No one will ever give you an award for beating an index from one year to
the next. However, they will measure your success by what matters most: whether you
achieved your objectives, like securing a comfortable retirement or funding important
goals.?

It is crucial to remember that no one will hold Wall Street analysts accountable when they are
eventually wrong. However, you will be the one who suffers the consequences.

Ignore the noise, stay disciplined, and remember: no one hands out awards for reckless investing,
only consequences.
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? Portfolio Tactics ? Navigating Potential August Weakness

August has historically been a challenging month for investors. With markets often thinning out as
Wall Street heads to the Hamptons, liquidity dries up, volatility picks up, and sentiment can shift on
a dime. This year, the risk is compounded by overly optimistic earnings expectations, elevated
valuations, and a growing divergence between macro reality and market pricing.

While we?re not suggesting investors head for the exits, this is a time to be more tactical, not less.
Here?s how we?re positioning ourselves in August:

e Trim Into Strength ? Markets have run hard since the April lows. Use rallies to rebalance if
you?re sitting on gains in overweight positions, particularly in tech or Al-related names.
Harvesting profits doesn?t mean you?re bearish; it means you?re managing risk.

e Raise Cash Marginally ? We?re not calling for a crash, but a modest cash buffer gives you
flexibility. With uncertainty rising around rate policy, earnings sustainability, and global
headlines, having dry powder lets you take advantage of pullbacks rather than reacting
emotionally.

e Tighten Stops & Reassess Risk ? Review trailing stops and position sizes. If a stock has
doubled or tripled, is the original thesis still intact, or is it momentum? Be honest about your
risk exposure, particularly in high-beta areas.

e Broaden Exposure Beyond Tech ? The market is increasingly narrow. Diversifying into
sectors like healthcare, staples, or value, with more reasonable valuations and stable
earnings, can help cushion volatility and provide balance.

e Focus on Quality & Free Cash Flow ? With forward earnings optimism priced in, now?s the
time to focus on companies with actual free cash flow, low debt, and pricing power. These
businesses are better positioned if economic growth stalls.

e Watch the Yield Curve and Credit Markets ? Bond markets tend to sniff out trouble before
equities. If spreads begin to widen or the yield curve steepens from the short end, it?s a
warning that the current market complacency may not last.

August often acts as a reality check. Use this time to tighten up your portfolio, reduce noise, and
position for flexibility. The market may continue to rise, but the margin for error is shrinking, and risk
is best managed before it shows up in your P&L.

Trade accordingly.
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?? From Lance?s Desk

This week?s #MacroView blog delves into the bear narrative of ?debasement? and what it is and
iS not.

Debasement: What It Is And Isn't,

@ By Lance Roberts | Aug1,2025

f”i
i
ll"
i



https://realinvestmentadvice.com/wp-content/uploads/2025/07/Portfolio-Allocation.png
https://realinvestmentadvice.com/resources/blog/debasement-what-it-is-and-isnt/

Debasement: What It Is And Isn't,

@ By Lance Roberts | Aug 1, 2025
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Also Posted This Week:

? Watch & Listen

In this video, Lance?Roberts discusses the risks currently building in the market, particularly as the
seasonally weaker month of August approaches..


https://realinvestmentadvice.com/resources/blog/debasement-what-it-is-and-isnt/

[embed]https://www.youtube.com/watch?v=C8aJBb1QNpg[/embed]

Subscribe To Our YouTube Channel&#2013266080;To Get Notified Of All Our Videos

? Market Statistics & Analysis

Weekly technical overview across key sectors, risk indicators, and market internals
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? Market & Sector X-Ray: Overbought

As we have discussed ?ad nauseum? over the last few weeks, the market finally cracked into a
mild corrective action. Is that corrective process over? Maybe, given the break of short-term
technical trends, we could see some additional pressure next week. However, markets will bounce
even in a continued correction or consolidation process, allowing for better opportunities to
rebalance. Most sectors are short-term oversold. so a bounce early next week should be used to
manage risk as needed, particularly in higher-beta market areas.
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? Technical Composite: 78.20 ? Market Correcting, Still Overbought
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Last week, we noted, ?Markets are pushing into more overbought territory, and pullbacks to
support are likely.? That pullback started this week, with the technical gauge falling from a reading
of 92.40 to 78.20. On a weekly basis, the markets are still overbought, and corrective actions are
likely to continue.
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? Fear/Greed Index: 65.69 ? Still Correcting Extreme Greed Levels

As noted last week, ?Despite the market rally, investor psychology and risk appetite pulled back
slightly but remained in greed territory. The negative divergence (market rising, as positioning
declines) suggests that buyers are retreating, which is a decent setup for a short-term
correction.? That warning came to fruition this week with the market declining. With markets not
extremely oversold, we could see risk reduced further this coming week.

MARKET GREED/FEAR INDEX : .
(AN, INV, Bulish Pel,PutCall, NAAIN, VY) ¥ SimpleVvisor -
urre|
" Fear/Greed 6569
3000 Index

B.00 . W
1L
10
%
b0.00 J I
-
E d
§ 5000
o 400
g 0 10
ER 1]
& The Fear/Greed Index is based on a compasite of indicators measuring
bath equity alocation levels (What acfions investors are cumently faking)
7000 and overall senfimant (How investors el ahout the curment market )

Theese measures are then combined inta a single index that can range
from zafo (0] to one hundred (100). Readings above 75% are
considerad exiremaly bullsh with readings below 25% as axiremely
bearish.

1000



https://realinvestmentadvice.com/wp-content/uploads/2025/08/Technical-Gauge.png
https://realinvestmentadvice.com/wp-content/uploads/2025/08/Fear-Greed-Gauge.png

MARKET GREED/FEAR INDEX
(A, 1NV, Bulish Pet, PutiCal, NAATH, VX)
1000
8000 ‘ }
wo |
%
T0.00

B0.00

50,

=
——

1040 ' fl
\h | '

W00

BLULLISH COMPOSITE

W00

1000

00

Weekly GreediFear Gauge ~ —S5&P 500 INDEX

1006 007 B 2000 A0 WU AT T M MG G T MR 219 WA NN NN N WM 0B

¥ Simplevisor™

Curret
Fear/Greed
Index

65.69

100

The Fear/Greed Index is based on a compasite of indicators measuring
bath equity alocation levels (What acfians investors are cumently faking)
and overall senfiment (How invesiors el shout the cument market )

Theese measurs are then combined inta a single index that can range
from zero (1) to one hundred (100). Readings above 5% are
congidered exiremaly bulish with readings below 25% as exiremely
bearish.

Thie “FeanfGreed” index s a conlrarian indicalor suggesting that
imveestors Dy when “axteme fear” is present and “sall” during periods
o “arfreme greed "

? Relative Sector Performance

Basic Materials, Healthcare, and Financials underperformed the most this week as investors
continued to chase Technology, Industrials, and Utilities. With technology being very overbought, |
am looking for a reversal for next week.
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? Most Oversold Sectors

Basic Material stocks are the market?s most oversold sector, which could catch inflows from a risk-
off rotation. CTVA, APD, and LIN are the most oversold near term.
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? Sector Model & Risk Ranges

Over the last week, the bullish market action reversed more of the bearish weekly moving average
crossovers, increasing the number of bullish signals to 17 from 15. The good news is that
continued technical improvement is reducing the risk of a more severe market correction in the
months ahead, as the technical structure of the market improves. However, with that stated, the
risk of a 5% pullback to reverse the short-term overbought conditions is increasing. The S&P index,
materials, industrials, utilities, transportation, mid-caps, and gold miners are trading well above
their monthly risk ranges, suggesting investors should take some profits.
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Have a great week.

Lance Roberts, CIO, RIA Advisors



