
Cathie Wood Thinks Tesla Shares Hit $2000

Cathie Wood of ARK Invest put a 2027 price target on Tesla shares at $2000. Such implies that
Tesla will climb by 1135% over the next five years. Even more stunning, its market cap at a $2000
valuation would be $5 trillion. The entire auto industry, including Tesla, has a market cap below $2
trillion. The top fifteen auto manufacturers, shown below, have a combined market cap of $1.47
billion. Therefore, for Cathie Wood to be correct, Tesla?s market cap will be over three times the
current size of the auto industry. Even if every car sold in 2027 is a Tesla, such a forecast seems
highly unlikely.

Cathie Wood has such a high projection due to the expected robotaxi boom. Per Cathie Wood- ?It
is one of the most important investment opportunities of our lifetimes.? Her point is fair that robotaxi
revenue could certainly help Tesla. However, consider that Uber and Lyft have a combined market
cap of $65 billion. Allied Market Research valued the entire global taxi market at $69 billion and
projects it could grow to $120.9 billion by 2027. While her prediction seems like pie in the sky, in
2018, she said Tesla (pre-stock splits) would hit $4000 within five years. It rose above that level
two years after her bold call. It?s worth disclosing that Wood?s ARKK fund has a 10% weighting
toward Tesla. ARKK is down 5% over the last five years and 75% from 2021 highs.
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Market Trading Update

As noted last week:

The bull market is officially back, with the 50-DMA now well above the 200-DMA and
BOTH moving averages trending higher. Notably, the MACD buy signals remain intact,
which suggests that investors maintain increased equity exposures.

However, even with all of the bullish signals confirming a move higher in the
market is likely, such does NOT mean there won?t be 5 to 10% corrections along
the way that can be used to increase equity exposure.

This past week, the market began showing signs of exhaustion after the recent advance from the
March lows. While the market holds important support, more selling pressure appeared late in the
week, even amid earnings season, where many companies were beating, albeit drastically
lowered, estimates.

As shown, the MACD buy signal remains intact but is very close to triggering a sell signal which
could occur next week. As such, we removed our major market index trading positions from our
portfolios yesterday. With some additional cash on hand to hedge a pullback, we will look for an
opportunity to increase exposures again later.
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While the market could pull back some, there is no risk of a major decline. There are numerous
levels of support directly beneath the current levels, with the 20-DMA providing immediate support.
More importantly, the rising bullish trend line from the lows suggests the maximum pullback
currently will be 4000 on the index.

The Week Ahead

GDP on Thursday and PCE inflation on Friday will be the headline economic calendar this week.
Economists estimate GDP grew by 2.3%, following last quarter?s 2.6%. The PCE price index is
expected to rise by 0.4%, 0.1% more than last month.

The Fed enters its blackout period before the May 4th FOMC meeting. Consequently, no voting
members will be speaking.

A barrage of first-quarter earnings hits this week. Google, Microsoft, Amazon, Meta, Coca-Cola,
Visa, Mcdonald?s, and Exxon are leading the list. The most interesting next week maybe First
Republic (FRC). Like Silicon Valley Bank, FRC, had a significant loss of deposits and is reeling.

If you subscribe to SimpleVisor, you can find a list of earnings dates for the SimpleVisor portfolios
and your portfolios, as shown below.

https://tinyurl.com/BBR-2023
http://www.simplevisor.com
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Wolf Street on 1-month Yields

We wrote about the strange divergence between one and three-month Treasury bill yields a few
days ago. Per the Commentary,

Since the end of the quarter, the yield on the 1-month Treasury bill fell from 4.70% to a
low of 3.82% and back to 4.28%. Yet, Fed Funds futures are pricing in an 85% chance
the Fed hikes rates on May 3rd and a 20% chance they hike again at the June meeting.

At the time, we attributed the problem to a collateral shortage. We are now learning that the strong
demand is occurring because banks are demanding Treasury bill collateral that matures before the
U.S. potentially fails to pay its debts if the cap is not resolved. The quotes and graph below are
courtesy of Wolf Street.

There is now an unspeakably crazy spread of 164 basis points between the one-month
yield and the two-month yield ? a sign that some people are panicking and piling into
whatever they will be out of at face value in about one month.

Along the same lines, the cost of insuring against a U.S. default has steadily risen. The second
graph shows that one-year CDS protection has risen to over 1%. While relatively low, it is now
higher than previous times a debt-cap default concerned investors and the financial crisis. In
regards to a default, Wolf Street and ourselves are on the same page.

Obviously, this isn?t going to happen, knock on wood. The good folks in Congress are
surely too worried about their financial wealth, and surely, sheer greed will force them to
agree on a deal. But the bet today was that maybe, just maybe, this calculus could be
wrong. And it infused a little bit of suspense ? as they usually try to do ? into the farce
so that not everyone will fall asleep, and so that they?ll get a little more political traction
with it.

https://realinvestmentadvice.com/dollar-index-sits-on-key-support/
https://wolfstreet.com/2023/04/20/short-end-of-the-treasury-market-goes-totally-nuts-doubts-creep-in-over-debt-ceiling/
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Global Rice Shortage

On the heels of ?egg-flation? we are now learning of a significant global rice shortage. The war in
Ukraine, monsoonal flooding in Pakistan, and draught conditions in China are leading to the most
extensive supply deficit in over twenty years. CNBC quotes commodities analyst Charles Hart,
Fitch Solutions:

Given that rice is the staple food commodity across multiple markets in Asia, prices are
a major determinant of food price inflation and food security, particularly for the poorest
households.

Food prices account for 13.51% of the CPI figure, but rice only contributes .16% within the food
category. Countries like the Philipines (25%), Indonesia (14.9%), and Sri Lanka (11.3%) will see a
significant uptick in their inflation figures due to rice prices. According to Fitch, the situation will be
temporary. They believe rice stocks will return to a surplus in 2024, and with it, the price could drop
by 10%. The graph below shows the price of rice futures is around 15-year highs.

https://www.cnbc.com/2023/04/19/global-rice-shortage-is-set-to-be-the-largest-in-20-years-heres-why.html?_hsmi=255040203&_hsenc=p2ANqtz-_9pprgMVAzK8glYgPTD7Uf13JP9JgCx5Pk7hb7dEN9BqURPw7xB3ZPBgn-jIQBQxiFXrLSNSEZOveK0tto0WIls5pSyA


Tweet of the Day
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Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.

If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.
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