+ RIA

Market Forecasts Are Very Bullish

Inside This Week?s Bull Bear Report

Market Forecasts Are Very Bullish

How We Are Trading It

Research Report&#2013266080;?Trumpflation Risks Likely Overstated
Youtube ? Before The Bell

Market Statistics

Stock Screens

Portfolio Trades This Week

A Holiday Rally Is Likely

Last week, we discussed the impact of the Trump Presidency on the financial markets based on
expectations of tax cuts, tariffs, and deregulation. Since then, the&#2013266080;?Trump Trade?
&#2013266080;went into full swing, pushing the markets higher; however, as we noted, that trade
had gotten a bit ahead of itself, and we saw some consolidation and profit-taking that reverted the
market to the 20-DMA. Such is unsurprising given the overbought conditions with a more extreme
deviation from the 50-DMA. However, the market recovered somewhat this past week, with buyers
entering and reversing early morning market declines.

Notably, after holding support at the 20-DMA for several days, the market gained some traction late
in the week. That buying pressure will likely reverse the short-term MACD sell signal, allowing the
market to rally further next week.


https://realinvestmentadvice.com/resources/blog/trump-trade-sends-investors-into-overdrive/
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That action aligns with Friday?s Daily Market Commentary, wherein we noted the market seemed
to be setting itself up for a pre and post-holiday trading bump into the end of the month. To wit:

?The good news is that we just past the
normal&#2013266080;?weak?&#2013266080;period for the market in November. While
not always the case, on average, the market trends to trade better the week before and
after the Thanksgiving holiday. If that turns out to be the case again this year, a retest of
recent highs at 6000 seems likely.?
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November Can Be Weak Now, Then Rally Late
S&P 500 Index Returns In November (1950 - 2023)
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While the trade into month-end tends to be positive, we expect to see another patch of weakness in
early December as mutual funds complete their annual distributions. However, post that weakness,
the bullish bias remains into year-end as professionals window dress their portfolios for year-end
reporting.

If you are underweight equities, consider minor pullbacks and consolidations to add exposure as
needed to bring portfolios to target weights. Pullbacks will likely be shallow, but being ready to
deploy capital will be beneficial. Once we pass the inauguration, we can assess what policies will
likely be enacted and adjust portfolios accordingly.

While there is no reason to be bearish, this does not mean you should abandon risk management.
As we will discuss this week, the market forecasts for 2025 are exceedingly optimistic.

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.

=2 Real Have more than $500K invested?

g Investment (et a better strategy than “ouy and hold',

Advice CLICK HERE To Make An Appointment Now
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Market Forecasts Are Very Bullish

It?s that time of year when Wall Street analysts begin trotting out their predictions for where the
S&P 500 index will be by the end of the coming year. As is always the case, these market forecasts
are ALWAYS higher, and this year is no expectation.

Goldman Sachs and BMO have already forecasted that the market will rise to 6500 and 6700,
respectively, by the end of 2025. However, one of the more interesting market forecasts came from
long-time bear Michael Wilson of Morgan Stanley. This past week, he matched Goldman?s
forecast of 6500 as a base case with a bullish case of 7400. That is interesting because Michael
Wilson has been a long-time market bear.

Morgan Stanley Has Strong 2025 Outlook for US Stocks

Strategists expect about 11% gains for S&P 500 in base case scenario

W5EP 500 Index

Bull case

Source: Bloomberg

His basis for that call was quite interesting:

?A potential rise in corporate animal spirits post the election (as we saw following the
2016 election) could catalyze a more balanced earnings profile across the market in
2025.?&#2013266080;

If you don?t understand the importance of ?animal spirits,? we discussed this in detail concerning
Yardeni?s recent prediction of S&P 10000 by the end of the decade:

?The term&#2013266080;Animal Spirits?&#2013266080;comes from the Latin term
?spiritus animals,? meaning&#2013266080;?the breath that awakens the human
mind. Its modern usage came about in John Maynard Keynes? 1936 publication, ?The
General Theory of Employment, Interest, and Money.?&#2013266080;He used the term
to describe the human emotions driving consumer confidence.
&#2013266080;Ultimately,&#2013266080;the financial markets adopted
the&#2013266080;?animal spirits?&#2013266080;to describe the psychological
factors that&#2013266080;drive investors to take action. This is why human
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psychology is essential in understanding the close linkage to short-term valuation
measures.

Note that this has nothing to do with underlying fundamentals; it is purely ?sentiment? or ?hope?
that things will improve. However, as investors, we must focus on the ultimate driver of market
prices over time: earnings. Three very obvious facts about earning growth currently should concern
investors heading into next year.

First, as noted in last week?s Bull Bear Report, valuations on both a forward and trailing basis are
significantly elevated. While this does NOT mean the market is about to crash, it does suggest that
earnings have not kept up with investor?s expectations. The problem with elevated valuations is
the risk an event occurs that causes investors to realign expectations with actual reality.

Valuations Based On Forward & Trailing Operating EPS o
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Secondly, earnings expectations, which support Wall Street?s market forecasts, are very optimistic.
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Lastly, the equity risk premium currently suggests that investors are not getting ?paid? for the risk
they are taking. We last saw equity risk premiums at these levels heading into the ?Dot.com?

bubble.
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Let me reiterate that none of this data suggests a market crash is imminent. However, investors
should be aware that given the current market conditions, the risk of disappointment in the future is
much greater today than it was just two years ago.

The Historical Problem Of Analyst Market Forecasts

Here is the critical question for investors: ?If the market is priced based on future earnings
expectations, then how reliable are those estimates?? The chart below is from Yardeni Research
and shows the evolution of earnings forecasts over time. You will notice that analysts? initial
forecasts were wrong in almost every case.
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In other words, if you bought stocks at the beginning of virtually every analyst?s annual forecast,
based on the assumption that earnings would grow, you overpaid for investments virtually every
given year. However, in most cases, you make money anyway, so why worry about it?

The reason to worry is that over-estimation eventually leads to reverting events.

The biggest single problem with Wall Street today and in the past is the consistent disregard for the
possibilities of unexpected, random events. In a 2010 study by the McKinsey Group, they found
that analysts have been persistently overly optimistic for 25 years.&#2013266080;During the 25-
year time frame, Wall Street analysts pegged earnings growth at 10-12% a year when, in
reality, earnings grew at 6%, which, as we have discussed in the past, is the economy?s
growth rate.

This is why using forward earnings estimates as a valuation metric is so incredibly
flawed?the estimates are always overly optimistic.

As the McKenzie study noted, on average,&#2013266080;?analysts? forecasts have been
almost 100% too high,?&#2013266080;which leads investors to make much more aggressive
bets in the financial markets.&#2013266080;

With valuations elevated, why are analysts once again pushing more optimistic forecasts?
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Why Are Analysts Always So Optimistic?

It?s a great question.

Wall Street is a group of highly conflicted marketing and PR firms.&#2013266080;Companies
hire Wall Street to&#2013266080;?market?&#2013266080;for them so that their stock prices will
rise, and with executive pay tied to stock-based compensation, you can understand their desire.
The chart below is from the survey conducted by WSJ researchers, showing the main factors that
play into analysts? compensation. What analysts are&#2013266080;?paid?&#2013266080;to do is
quite different from what retail investors&#2013266080;?think?&#2013266080;they do.

survey responses to the question:
How important are the following to your compensation?

% of respondents who answered

Responses Very Important  Not Important  Avg. Rating
(50r6) (Dorl)
(1} Your industry knowledoe 72.18 1.83 4,95
(2} Your standing in analyst rankings ~ 66.85 4.97 4,73
or broker votes
{3}  Your professional inlegrity £3.99 J.60 4,697
(4} Your accessibility andfor 63.54 2.21 BTG
responsiveness
(5} Your relationship with 44 .63 716 414>
management of the companies
you follow
(6}  Your success at generating 44.20 2017 365

underwriting business or trading
COMMISSIONS

(7} Your written reports 38.95 2.76 417"

(8) The profitability of your stock 35.08 2.52 3.94**
recommendations

(9}  The accuracy and timelingss of 24.10 7.76 3.50*
your earnings forecasts

Total possible N = 363

Column 1 {2} pees

where highet values corres rlance. Columm 3 also

If analysts are bearish on the companies they cover, their access to information about them
is cut off.&#2013266080;This reduces fees from the company to the Wall Street firm, hurting their
revenue.&#2013266080;Furthermore, Wall Street has to have a customer to sell their
products to?you.
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Talk about conflicted. Just ask yourself why Wall Street spends billions of dollars
each year in marketing and advertising just to keep you invested at all times.

Since optimism is what sells products, it is not surprising, as we head into 2025, to see Walll
Street?s average expectation ratcheted up another 7.5% this year. Of course,
&#2013266080;comparing your portfolio to the market is often a mistake
&#2013266080;anyway. Unsurprisingly, earnings have grown at 7.5% over the last 70 years
because the companies that make up the stock market reflect real economic
growth.&#2013266080;Stocks cannot outgrow the economy&#2013266080;in the long
term.&#2013266080;

?Since 1947, earnings per share have grown at 7.7% annually, while the economy
expanded by 6.40% annually.&#2013266080;That close relationship in growth rates
should be logical, particularly given the significant role that consumer spending
has in the GDP equation.?
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This correlation is more apparent when looking at corporate profits as a percentage of GDP versus
stock prices.
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With future earnings already being revised lower for 2025, as seen below, and corporate
profitability at risk due to less government stimulus and fiscal support, the risk of current market
forecasts being overly optimistic is likely elevated.

Annual Profit Outlook Hasn't Budged for 2025
Wall Street analysts' 2025 EPS estimate is below forecasts from ayear ago
/ 2025 S&P 500 EPS projections over the past year
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The Headwinds In 2025

The problem with current forward estimates is that several factors must exist to sustain historically
high earnings growth and record corporate profitability.

PwnNE

o

Economic growth must remain more robust than the average 20-year growth rate.

Wage and labor growth must reverse (weaken) to sustain historically elevated profit margins.
Both interest rates and inflation need to decline to support consumer spending.

Trump?s planned tariffs will increase costs on some products and may not be fully offset by
replacement and substitution.

Reductions in Government spending, debt issuance, and the deficit subtract from corporate
profitability (Kalecki Profit Equation).

Slower economic growth in China, Europe, and Japan reduces demand for U.S. exports,
slowing economic growth.

The Federal Reserve maintaining higher interest rates and continuing to reduce its balance
sheet will reduce market liquidity.

You get the idea. While analysts are currently very optimistic about economic and earnings growth
going into 2025, there are risks to those forecasts. For example, on December 7th, 2021, we wrote
an article about the predictions for 2022.

?There is one thing about&#2013266080;Goldman Sachs&#2013266080;that is always
consistent; they are ?bullish.? Of course, given that the market is positive more often
than negative, it&#2013266080;?pays?&#2013266080;to be bullish when your
company sells products to hungry investors. It is important to remember that Goldman
Sachs was wrong when it was most important, particularly in 2000 and 2008.

However, in keeping with its traditional bullishness,&#2013266080;Goldman?s chief
equity strategist David Kostin forecasted the S&P 500 will climb by 9% to 5100 at
year-end 2022.&#2013266080;As he notes, such will ?reflect a prospective total return
of 10% including dividends.?

The problem, of course, is that the S&P 500 did NOT end the year at 5100.
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While analysts are currently rushing to&#2013266080;?out-predict?&#2013266080;the other guys,
it is worth noting:

In other words, after 15 straight years of a bull market advance, The&#2013266080;?risk?
&#2013266080;0f something derailing continued optimistic expectations has risen significantly.
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While the odds of a positive year in 2025 are more or less balanced, one should not dismiss the
potential for a decline. With the current market already well advanced, pushing more extreme
overvaluations, and significant deviations from long-term means, the risk of a decline is not
minuscule.

How We Are Trading It

With this in mind, we suggest focusing on what is important to you: your specific goals, risk
tolerance, and time frames, and conservatively growing your savings to outpace inflation.

This is why we always focus on risk management.&#2013266080;Greater returns are generated
from managing&#2013266080;?risks?&#2013266080;rather than attempting to create
returns.&#2013266080;Although it may seem contradictory, embracing uncertainty reduces risk
while denial increases it.

Another benefit of acknowledging&#2013266080;uncertainty is it keeps you honest.

?A healthy respect for uncertainty and focus on probability drives you never to be
satisfied with your conclusions.&#2013266080; It keeps you moving forward to seek out
more information,&#2013266080;to question conventional thinking&#2013266080;
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and to continually refine your judgments and understanding that difference between
certainty and likelihood can make all the difference.?&#2013266080; ? Robert Rubin

We can?t control outcomes; the most we can do is influence the probability of specific outcomes.
Thus, managing risks daily and investing based on probabilities rather than possibilities is
vital to capital preservation and investment success over time.

| read most mainstream analysts? predictions to gauge the&#2013266080;
?consensus.?&#2013266080;This year, more so than most, the outlook for 2025 is
universally, and to some degree exuberantly, bullish.

What comes to mind is&#2013266080;Bob Farrell?s Rule #9,&#2013266080;which states:

?When everyone agrees?something else is bound to happen.?

The real economy is not supportive of asset prices at current levels. The more extended prices
become the greater the potential for a future market dislocation.&#2013266080;For investors close
to or in retirement, some consideration should be given to capital preservation over chasing
potential market returns.

Will 2025 turn in another positive performance? Maybe. But, honestly, | don?t know.

As noted last week, the stock market reflects both challenges and opportunities. Therefore, we can
take action to participate if the market continues its bullish trend but hedge against the risk of
something going wrong.

1. Build a diversified portfolio and adjust based on evidence, not fear.

2. Keep perspective,

3. Focus on your financial goals and;

4. Communicate with your financial advisor to remain steady amid uncertainty.

While there is no reason to be bearish, this does not mean you should abandon risk management.

Feel free to reach out if you want to navigate these uncertain waters with expert guidance. Our
team specializes in helping clients make informed decisions in today?s volatile markets.
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Have a great week.
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“Trumpflation” Risks Likely Overstated

“) By Lance Roberts | Nov 22, 2024

Subscribe To ?Before The Bell?&#2013266080;For Daily
Trading Updates

We have set up a separate channel JUST for our short daily market updates. Please subscribe to
THIS CHANNEL&#2013266080;to receive daily notifications before the market opens.

Click Here And Then Click The SUBSCRIBE Button

[embed]https://www.youtube.com/watch?v=j1rOq_VHO06M[/embed]

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

Bull Bear Report Market Statistics & Screens

Don't invest alone.
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S&P 500 Market Cap Analysis

1¥r% 5Year 5year %From % From
Change High Low High Low
Dividend Yield| 165% 152% 120% (2649%) 214% 119% (4365%) 085% | Shares | 5047.3 49921  (1.09%)
PIE Ratio 1842 2163 2582 1624% 2739 1658 (57%) 5571% | Sales |113304 124970  10.30%
PIS Ratio 43 446 569 2176% 615 394 (T41%) 4438%| SPS | 24 250  1152%
PIB Ratio 121 713 869 1794% 893 560 (265%) 5527% [Earnings| 17680 23083  30.56%
ROE 2.71% 2612% 30.16% 1340% 30.16% 19.37% 000% 5569% (EPS TTM| 5.0 55 9.68%
ROA 654% 631% 787% 1981% 787% 458% 000% 7165% |Dividend| 15 17 11.32%
S&P 500 Asset Allocation

1 Year PIE Low PIE% TIM  Current

Current ltem 12-MAgo Current

Sector Price  Weight PIE PIE High -5Yr  From - Eamings Forward Forward PE

Return oy (Mo, (Mo.) Peak VIELD Yield Earnings
Energy 1687% 34%9% 125 1499 9868 (20359) (84.8%) 146% 30% 720% 612 13.06
Materials 1226% 208% 111 2376 2699 1137 (120%) 10% 18% 432% 501 1982
Industrials | 31.08% 847% 112 2681 4853 1699 (448%) 237% 13% 375% 695 2209
Discretionary | 32.56% 1061% 141 3201 7317 2557 (56.3%) 226% 06%  314% 579 2590
Staples 2255% 559% 061 2343 233 1847 08% 278%  23%  435% 415 2141
Health Care | 1067% 1046% 069 2207 2477 1482 (10.9%) 236% 16% 459% 862 1825
Financials 45.22% 137% 113 1956 2151 1280  (94%) 116% 14% 51% 838 16.48
Technology | 39.77% 3175% 132 3926 3892 2023 09% 689% 06% 255% 568 3033
Telecom 292% 910% 097 2237 2838 1542 (21.2%) 282% 08% 417% 728 18.82
Utilities 169% 244% 089 2041 2142 1558 (47%) 114%  28%  467% 3T 1849
RealEstate [ 2046% 221% 109 2007 2621 1547 (23.4%) 65%  32%  505% 485 19.13
Momentum Analysis

#Days % From % From

ROC 50 % Dev % Dev % Dev 50-

Item Price " 50-DMA 200-DMA  Since W  52W  Buy/Sell

Days 50-Day Cross 200-Day 200 DMA High  Low

Large Cap 59551 506% 67935 50 27%% 54320 275 963%  665% (0.76%) 3.76%  Buy
Mid Cap 610.71  995% 57741 50 A577% 55007 266  11.02% 497% (007%) 3188%  Buy
Small Cap 4861 93% 4578 14 6A7% 4327 256 1235%  582% (1.38%) 3046%  Buy

Relative Performance Analysis

Last week, we noted that the previous post-election sell-off pushed most markets and sectors into
oversold territory and would lead to a rally heading into and post-Thanksgiving. Such is what
occurred last week as the market rallied off 20-DMA support. Energy, Financials, Real Estate,


https://simplevisorinsights.com/wp-content/uploads/2024/11/1732367934_672_Market-Forecasts-Are-Very-Bullish.png

Staples, and Mid-Caps are overbought, so a rotation to Bonds and Healthcare this coming week
would be unsurprising. Nonetheless, as noted at the outset of this week?s report, the end of
November tends to trade bullishly, so investors should remain allocated to equities for now.
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The technical overbought/sold gauge comprises several price indicators (R.S.I., Williams %R, etc.),
measured using ?weekly? closing price data. Readings above ?807? are considered overbought,
and below ?207? are oversold. The market peaks when those readings are 80 or above, suggesting
prudent profit-taking and risk management. The best buying opportunities exist when those
readings are 20 or below.

The current reading is&#2013266080;77.44&#2013266080;0ut of a possible 100.

Technical Overbought/Sold Composite % SimpleVisor”

(Composite Of Weekly Technical Measures)
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Portfolio Positioning ?Fear / Greed? Gauge

The ?Fear/Greed? gauge is how individual and professional investors are ?positioning?
themselves in the market based on their equity exposure. From a contrarian position, the higher the
allocation to equities, the more likely the market is closer to a correction than not. The gauge uses
weekly closing data.

NOTE:&#2013266080; The Fear/Greed Index measures risk from 0 to 100. It is a rarity that it
reaches levels above 90. The current reading
&#2013266080;is&#2013266080;81.33&#2013266080;0ut of a possible 100.
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The FeariGreed Index s based on a composite of indicators measuring
both equity allocation levels (What achons investors are cumently taking)
and overal senfiment (How imvestors Yeel® about the cument market |

These measures are then combined inio a singe index tha can range
fram zeso (0) o one hundred (100, Readings above 75% are
considered exiremely bulish with readings below 25% as extremely
beansh

The: “FeariGreed” index is a conirarian indicalor sugpesng ihat
imvesiors “buy” when ‘exireme fear®is present and ‘sell® duning peniods
of ‘exdreme greed "

Relative Sector Analysis
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Sector Model Analysis & Risk Ranges

How To Read This Table

e The table compares the relative performance of each sector and market to the S&P 500
index.

e ?MA XVER? (Moving Average Crossover) is determined by the short-term weekly moving
average crossing positively or negatively with the long-term weekly moving average.
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e The risk range is a function of the month-end closing price and the ?beta? of the sector or
market. (Ranges reset on the 1st of each month)
¢ The table shows the price deviation above and below the weekly moving averages.

Last week, we suggested that the recent correction set the market up to rally into the Thanksgiving
holiday. That started to occur on Thursday and Friday. While the market will likely rally a bit further
this coming week, it should be noted that many sectors and markets are overbought. Therefore, the
upside may remain limited, and a rotation to underperforming market areas, like Healthcare and
Bonds, is likely. Overall, the market is very bullish, with every sector and market, except Energy, on
a bullish buy signal. Maintain exposure heading into year-end and expect another patch of sloppy
trading in the second and third week of December.

| ATIVE PEREDRMANC . RFOR I 6K RANGH
RELATIVE PERFORMANCE  Current PERFORMANCE RELA SHORT MONTHEND  REL S4P RiSK RANGE WOV, SOEV.  MANVER

Ticker ETF NAME Price iWeek  dWeek 12 Wee 2 GlWeeks  WMA  LONGWMA  PRICE BETA HGH 0 ShoriMA LongMiA  SIGNAL
15HARS- SP500 fa4 BULLISH

X8 SPOR-MATLS SELS M0 142 90.06 BULLISH
AE SPOR-COMM 5V 55 .8 (2] o @ BULLISH
ALE SPOR-EGY SELS .1 1 B2 @ BEARISH
ALF SPOR-FINL SELS . 006 up @ BULLISH
ALK SPOR-TECH SELS 13360 4 Hit @ BULLISH
L] SPOR-MOU SELS 168 (1] 115 @ BULLISH
ip SPOR-CONS STPL 317) 068 8 BULLISH
ALRE SPOR-RE SELS W [373 i BULLISH
L] SPOR-UTIL SELS 45 i M BULLISH
v SPOR-HLTHCR 14416 0.3 i BULLISH
iy SPOR-CONS DISCR A8 082 s @ BULLISH
XN SPOR-SP TRANSPT 231 (0.82) wi @ BULLISH
SoY SPOR-5P DIV ETF n [¥2) 1M 0 BULLISH
RSP IN5-5P5 EQ ETF 185,51 08 i @ BULLISH
SPEM SPOR-PRT 5C Uil {540 4152 [LR] i1 an@ BULLISH
MOY SPOR-5P MC 400 0. 571.58 B5LET 565.60 11 s @ BULLISH
EEM ISHARS-EMIG MKT aan Hy LA W 0 e BULLISH
EFA |SHARS-EAFE T1.56 8.4 A a2 .88 T4 € BULLISH
1AL ISHARS-GOLD TR .08 4067 46.65 1.0 0.2 044 BULLISH
G0X VANECK-GOLD MNR .28 04 30 40.4 0.9 e C BULLISH
[0 KV5-08 V5§ BU w3 i T nu (0.2 w5 @ BULLISH
BOND PIMCO-ACTV BOND 94 [1.28) 35} 919 9.9 ia 0.2 94 [ - A% BULLISH
Tr ISHARS-20+YTB R (K TR wn 0K 4 w osn  wmd £ BULLISH
BADX VANGO-TTLINT B ) [1.50) 27y 5.0 .35 082 (R1} 5116 a8 [ 1% BULLISH
HYG ISHARS-IEX HYCH 1943 133 (258 151 7 [tAL) 45 aar 1641 [ o BULLISH
Real t P
T e RISK RANGE REPORT % SimpleVisor

Weekly SimpleVisor Stock Screens
We provide three stock screens each week from&#2013266080;SimpleVisor.
This week, we are searching for the Top 20:

¢ Relative Strength Stocks
e Momentum Stocks
e Fundamental & Technical Strength W/ Dividends

(Click Images To Enlarge)

RSI Screen
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Fundamental & Technical Screen
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SimpleVisor Portfolio Changes

We post all of our portfolio changes as they occur at&#2013266080;SimpleVisor:

Nov 21st

Trade Alert ? Equity & ETF Model

?This morning, we added half a percent to Ely Lilly (LLY) and reduced our exposure in
the sector model to the SPDR Energy ETF (XLE) by 1%. After a significant run, Ely Lilly
has been consolidating for almost a year. It is decently oversold and turning up on buy
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signals. We also added half a percent to Lilly on November 7th. We are reducing
exposure to energy in the ETF model, which is overweight relative to the benchmark.?

Equity Model
¢ Increase Ely Lilly (LLY) by 0.50% of the portfolio to a weight of 3.5% in total.
ETF Model

¢ Reduce SPDR Energy ETF (XLE) from 4% to 3% of the portfolio.

Lance Roberts,&#2013266080;C.1.0., RIA Advisors

Have a great week!



