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Market Mechanics Override Weakening
Economic Data

Since the middle of July, UST 10-year yields have fallen from 4.50% to 4.00%. While the yield
decline has been profitable for bondholders, it has also aided many other investors. Such a finding
may seem counterintuitive, considering that lower yields are the result of a significant weakening in
the labor market and a range of other economic indicators suggesting an economic slowdown.
Slower economic growth hurts corporate earnings. Thus, the environment should not be favorable
for stocks. However, at times, as we see today, the market is willing to overlook potential earnings
weakness and let market mechanics take over. Let?s discuss some of those market mechanics.

e Collateral Is More Valuable ? Trades on margin are most often collateralized with Treasury
securities. As bond yields fall and bond prices rise, the collateral becomes worth more and
can thus support a greater number of assets.

¢ Passive Rebalancing ? Portfolios that run a balance of stocks and bonds rebalance on a
semi-regular basis. When the value of the bonds rises, the portfolios may need to sell bonds
and buy equities if they underperformed.

e Lower Margin Costs ? A lower Fed Funds rate will result in a lower interest rate on margin
loans. Accordingly, lower margin fees make buying assets more attractive. This helps explain
why the most shorted stocks, whose trade economics are dependent on margin costs, are
leading the rally, as shown in Lance?s tweet below.

In the longer run, we may find that the benefits of lower yields and the resulting market mechanics
that support risk assets are insufficient to outweigh weakening economic conditions and earnings.
However, in the short run, these market mechanics may help some risk assets look past the
weakening economic outlook.

@ Lance Roberts € @LanceRoberts - Sep 17 @)

The #risk trade is on with small cap #tech stocks and the #most #shorted
#stocks turning in strong performance over the last two months.
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What To Watch Today

Earnings
¢ No notable releases today.
Economy

¢ No notable releases today.

Market Trading Update

In yesterday?s commentary, we discussed the overbought condition of multiple markets as the
flood of money into all asset classes continues. Yesterday, the market continued to rally on the Fed
cutting rates by 0.25%, but the primary driver was the advance in both Nvidia (NVDA) and Intel
(INTC) surrounding a $5 billion investment in Intel for the development of Al and datacenter chips.
Even though the market is trading at the top of its long-term trend and is pushing rather significant
deviations from its long-term means,&#2013266080;JP Morgan&#2013266080;laid out the case as
to why the market is likely to ?explode? higher in October. To wit:

?Andrew Tyler said Wednesday?s move [by the Fed] delivered the ?dovish cut that we
were looking for,? with the Fed mapping out two more to come this year. ?These
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insurance cuts are supportive of the bull case, especially in light of [Tuesday?s] retail
sales.? Tyler and his team then raise the possibility of a data-driven push higher for
stocks to come, focusing on two reports: September nonfarm payrolls, due Oct. 3, and
consumer price inflation for that month, due Oct. 15.

If the jobs numbers bounce higher after two consecutive poor reports, and inflation
?stays contained, look for equities to explode higher after what should be a strong
[third-quarter 2025] earnings period. For those looking for 7K by year-end, this is the
first part of the formula.??

While stronger economic data could lift the market?s hope and keep the bullish run alive, the
resurgence of stock buybacks, likely better-than-expected earnings results, and portfolio manager
buying to&#2013266080;?catch up?&#2013266080;performance will&#2013266080;prove a very
bullish combination. As shown, the market has rallied back to the upper trend line after a test of the
lower trend line. However, as we saw in 2021, an overshoot above that trend line is possible, and
given the current bullish momentum and backdrop, that seems likely, putting 7000 as a reasonable
target. If that occurs, the market will be extremely overbought on relative strength and deviation
extremes that preceded previous market corrections.
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Channeling my best Yoda, ?The force is strong with this bull market, it is.? But as discussed
yesterday, the extreme extensions are occurring across multiple asset classes simultaneously,
posing investor risk in the future.

Enjoy the ride, but don?t forget to manage the risk. A correction is coming; only the timing is
difficult to predict.

Don't invest alone.

SimpleVisor Tap into the power of

Sign up now
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The Jobless Claims Rollercoaster

The weekly jobless claims data is the most real-time gauge of the labor market. While it can be
extremely helpful to assess trends, we must be careful not to read too much into each data point.
For instance, last week the number of initial jobless claims was 265k, up from 236k the prior week.
That surprise jJump made the number the highest since early 2022. The data was concerning, but
yesterday we learned that this week?s initial jobless claims were back to 231k, in line with recent
levels. There are two predominant reasons for the spike two weeks ago. First, the week included
the Labor Day weekend. Holidays often result in more volatile economic data, including jobless
claims. Second, there were a large number of fraudulent attempts to collect jobless claims in
Texas. Per Axios:

Minutes after the report, economists flagged that the overall spike in weekly claims was
a result of an unusual surge in Texas ? a quirk some attributed to holiday effects or the
state?s flood disaster claims program. But now the state?s labor office, which reports
the data to the national Labor Department, said it was a direct result of fraudulent
attempts to collect unemployment benefits.

The graph below shows the volatile nature of the weekly jobless claims data. To reiterate, the
trend, not the individual weekly data points, is what matters most. As the graph indicates, the trend
has remained upward over the last two years.
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SimpleVisor Portfolios

On August 1st, we introduced eight new thematic portfolios available for viewing on SimpleVisor
and for investment in our new SimpleVisor investment platform. In addition to potentially serving as
an investment option for some, they provide a window into the market for SimpleVisor subscribers.
For example, the screenshot below shows our core three portfolios followed by the eight thematic
portfolios. At the time we took the screenshot, our High Dividend Income and All-Weather portfolios
were down. Both of these models are conservative and have good exposure to fixed-income
assets, which were trading poorly at the time. Alternatively, highly speculative Small & Midcap
Stocks and the Crypto Model were leading the way. Further market insight can be gained by
looking at the holdings within each portfolio.

For example, as shown in the second screenshot below, approximately two-thirds of the stocks in
the small and mid-cap model are up over 2%. At the time, the S&P 500 was up .60%. Thus, only
four of the 20 stocks in that model were underperforming the market. Conversely, only two of the
21 stocks in the conservative All-Weather model were beating the market. These two models
highlight that the rally yesterday, when we took these snapshots, was heavily a ?risk on?
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speculative rally.

Portfelio Name Starting Cash PAL Since Inception Today's PAL Market Value Total Dividends Remalning Cash
Equity Portfollo - 60/40 $100,000.00 $61.23176 (6723%) $46405 (0.28%) $16723176 §1696262 $210055
ETF Partfollo - 60/40 $100,00000 $5206052 (5206%) $303.05 (0.20%) $152,06052 §15,090.94 $16,63087
Dividend Equity Focused Portfolio $10000000 $2951619 (2952%) $30032(0.23%) $12951619 $503464 $1954330
SV Thematic Portfolios m@

(as oncSep 18,2025, K019:20 AM EST. Cick open the portiolo o see the ates detads)

Portfollo Name Starting Cash PAL Sinca inception Today's PAL Market Valug Total Dividends Remalning Cash
Al Portfolio $10000000 $895851(896%) $168214 (157%) $108,9505] $1833 %0501
All-Weather Portfolio $10000000 $473103 (4T3%) $253.03 (-0.24%) $10473103 $299 $5196.43
Growth Focused Equity §100,000.00 $6,390.04 (6.39%) §1566.85 (1.49%) $106,390.04 $an $3,856.60
Infrastructure $100,000.00 $3779.49 (376%) $101208 (098%) §103779.49 $69.32 §2185.80
Small & Mideap Stocks $100,000.00 $I5,38612 (1539%) 285132 (253%) §115.38612 $000 $4,695.54
Crypto Model $106,000.00 $847057 (B4T%) $2198.86 (207%) $10847057 $2006 8386777
The Aecumilator Partfelio §100,000.00 $8,040,37 (B04%) 85747 (0.80%) 10804037 $000 $200215
High Dividend Incomé Model $100,000,00 $3115.04 (312%) -$101.65 (-010%) $103 11504 $29057 $2,006.97

Portfolio Name Starting Cash PAL Since Inception Today's PAL Market Value Total Dividends Remaining Cash
Equity Portfolio - 60/40 $100,000.00 $6723176 (6723%) $46405 (0.28%) $6123176 11696262 $210055)
ETF Partfollo - 60/40 $100,00000 $5206052 (5208%) 430305 (0.20%) $152,06052 §1509094 $16,63087
Dividend Equlty Focused Portfolio $100,000.00 $2959619 (2952%) $30032 (0.3%) $12951619 $503464 $1954330
8V Thematic Portfolios & Kby

(a5 o Sep 18,2025, 019.20 AM EST. Cick open the portfol to see the ates detads)

Portfallo Name Starting Cash PAL Since Inception Today's PAL Markat Valua Total Dividends Remalning Cash
Al Pertfolio $100,000.00 $8,95851 (896%) $1,68214 (157%) $108,95851 $1833 $,05021
All-Weather Portfolio $100,00000 $473103 (4T3%) $53.03 (-0.24%) $10473103 $29934 $5196.43
Growth Focused Equity §100,000.00 $6,390.04 (6.39%) §$1566.85 (1.49%) $106,390.04 s $3,856.80
Infrastructure $100,000.00 $3779.49 (178%) $101208 (098%) $103779.49 $69.32 §2185.80
$mall & Mideap Stocks $100,000.00 $15,386.12 (1539%) 285132 (253%) §115,38612 $000 $4,695.54
Crypto Model $10000000 $847057 (B4T%) $2196.86 (207%) $10847057 §2016 $3.86177
The Accumulator Portfolio $100,00000 $8,04037 (804%) 485747 (080%) $10804037 $000 $200215
High Dividend Incomé Model $100,000,00 $3715.04 (312%) -$101.65 (-010%) $103115,04 $29057 $2,006.97
© Small & Midcap Stocks + Add Transaction / Edit Transaction /)

Summary Holdings Transactions Research) Performance Analysis Alortsd Closed Positions® Dividends/Earnings

B Exportto sy
symbol 1| V Name 1| Type 1| #Shes | AvgCost 1| %Acc 1| Price f| Value 1| PSL 1| PALOW 1| DivYield 7| Sector 1
AEHR Aehr Test Systems Long 52 §i684  650% 3N $142 (5.01%) JAGT00 $3251%20  Teke% % Technalogy
STRL Sterling Infrastructure, Inc. Common Stock ~ Long 7 0050 A% S0 $I6.06(500%) J2000 380750 16N % Industrias
ACLS Axcslis Technologies Inc Long 50 6875 487% $4.07 (4.47%) 6521 §155408  1843% % Technology
RGEN Repligen Corp Long 4 8o 454% 4 $516 (4.32%) 089 $23667 A74% % Healthcare
puoL Dudlingo, Inc. Class A Common Stock Long 1 §33899  153% §290. fNI(405%)  SAPE6SE 67928 I % Technology
MP MP Materials Corp. Long 67 §1410  A04% 96448 S267(390%)  SAPSS06 -J0064 6% % N/A
APP Applovin Corporation Class A Common Stock  Long 12 §TO7 GSE% $62400  S2RM4(IA)  §7pSAA0 $I00B76 66K % Technology
Lsce Lattice Semiconductor Corp Long $4800 480K QAN 55200 §IE280 AUk % Technology
KTOS Kratos Defense & Security Solutions, Inc Long [ $5841  500% $251(1%)  $986R7S §148800 3107 % Industrias
SPXC SPX Technologies, Inc. Long % §19188  430% K0 585 (317%) 05080 §2899  -058% % Industrials
5 SentinelOne, Inc. Lang 28 §I704  454%  § $045245%) /9522018 24186 485% % Technalogy
GRVO Gorvo, Inc. Long 60 84N 467% §208(237%) 7 §538500 $3840 6T % Technology
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Widest gap in the past 10 years between sentiment vs price action
Market is squeezing all bears

Depressed Sentiment Contrasts With Stock Rally
Divergence has rarely been that strong in past 10 years
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?Want to achieve better long-term success in managing your portfolio? Here are our 15-trading

rules for managing market risks.?

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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