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Bull Trend Of Market Continues Uninterrupted

Last week, the ongoing ?can?t stop, won?t stop? bullish trend remained firmly intact. As we noted
then:

?That remains the case this past week. While the overall market traded higher into the
end of the week, setting new all-time highs, the bullish November trend remains intact.
While the market remains confined to that narrow rising trend channel, the MACD ?buy
signal? remains elevated, and an apparent deterioration in the market?s momentum
remains.?

That was the case again this week, as the market tested the 20-DMA, the bottom of the trend
channel, early in the week, which sparked buyers to push the index to all-time highs by the week?s
end. At the same time, volatility remains compressed, with the deviation from the 200-DMA
growing. As shown, the breadth of the market and momentum are both negatively diverging from
the rising market, which historically serves as a warning.
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While we have become increasingly cautious over the last few weeks, as the market continues to
rise, we have suggested taking profits and rebalancing portfolio risks. If you have not done so, such
remains a recommended course of action. However, this does not mean to reduce equity
allocations aggressively.

As noted, the market remains in a bullish trend. The 20-DMA, the bottom of the trend channel, will
likely serve as an initial warning sign to reduce risk when it is violated. That level has repeatedly
seen ?buying programs? kick in and suggests that breaking that support will cause the algos to
start selling. Such a switch in market dynamics would likely lead to a 5-10% correction over a few
months. We will reduce equity positioning and aggressively implement hedging strategies at that
point.

However, the question we have been asked most this week is, ?Are we in a market bubble??

Need Help With Your Investing Strategy?
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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.
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savings from the next bear market? consultation today
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Market Top Or Is It A Bubble?

The run in Atrtificial Intelligence (A.l.) stocks this year has many analysts making comparisons to
the 1999 ?Dot.com? bubble. As shown in the chart below, there are some reasons for that concern.
In 1999, Cisco Systems (CSCO) was the ?belle of the ball,? and the ?internet would change the
world.? The thinking at that time was that the whole internet would run on Cisco routers at 50%
gross margins. Today, Nvidia (NVDA) has 75% gross margins and 75% market share. Just as in
1999, extrapolated valuations rarely play out in reality.
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As discussed recently, the valuations investors currently pay for companies like Nvidia (35x
Price-to-Sales) are also unsustainable. As shown in the chart from TheMarketEar below, when 33x
sales were Cisco?s valuation at its peak of the ?Dot.com? mania, investors lost 85% of their money
when the stock price troughed in October 2002. Over the next 16 years, as investors waited to
break even, the company grew revenues by 172% and earnings per share by a staggering 681%


https://realinvestmentadvice.com/this-is-nuts-an-entire-market-chasing-one-stock/

CSCO Cumulative Absolute Return - Dot.Com Peak to Today

CSCO Cumulative Absolute Return

Over 22 years you earned a
whopping 0.67% per year
owning CSCO

The Cost of Paying Too Much

From March 2000 to the trough

you lost 87% of your money

owninga bluechiptech stock

/“/\%ﬂ'\w W"/’Mﬁw

Cumulative Absolute Return

L1 P/f-»-

D NA DD H LA SOOI HNADH
0 5 D f\ & ) ) I.;\ BN A A AT T
ORI OO

A
¥

CSCO Cumulative Absolute Return - Dot.Com Peak to Today

(SCO Cumulative Absolute Return

Over 22 years you earned a
whopping 0.67% per year
owning CSCO

The Cost of Paying Too Much

From March 2000 to tha tre ugh

\
you lost 87% of your money

owninga bluechiptech stock

/*/\"MMWMW

Cumulative Absolute Return



https://realinvestmentadvice.com/wp-content/uploads/2024/03/CSCO-at-33x-sales.png

Furthermore, there is certainly some concern given the valuations of the ?Magnificient 7? versus
the rest of the market.
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Notably, this is FORWARD valuations, which assumes that the ?Magnificent 7? will obtain rather
lofty earnings growth rates in the future versus relatively low expectations for the rest of the market.
The problem is that Wall Street analysts, particularly at market extremes, are always wrong
concerning their estimates.

S&P 500 returns are worse when analysts are most bullish
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Therefore, the risk is that analysts expect continued strong earnings growth for the S&P 500, which
is entirely based on the ?Magnificant 7.? Of course, if the economy slows more than expected,
those expected earnings are much too high.
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Notably, the valuations of the growth sector of the market are trading at astronomical levels relative
to its 10-year average.
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So, are we currently in a ?bubble,? or is this just a potential short-term market top?

Probably Not A Bubble?Yet

As noted, there are certainly concerns about the market. One of those concerns is the
concentration of market capitalization within the index. Historically, such concentrations did not
lead to the most bullish of outcomes.
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However, there are several differences between today?s stock market rally and the ?Dot.com?
bubble. First, in 1999, many of the companies that were trading at astronomical heights had no
earnings, little revenue, and, in many cases, were running up on ?made up? metrics like
?eyeballs? and ?clicks? per page. Today, that story is quite different, with companies like
Microsoft, Google, Amazon, Nvidia, AMD, and the rest generating billions in revenue, strong
earnings growth, and fundamentally sound balance sheets.

The chart below shows that technology stocks traded at 2x their profit share in 1999 versus just
1.25x currently. However, you have to be very careful with that statement. Valuations can adjust
very rapidly, as they did in 1999. If the profit share falls, the valuation will go to 2x. Or, at current
levels of profit share, a run to 6000ish will do the same.
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Furthermore, while sentiment is elevated, it is not in ?bubble? territory just yet. In 2000, retail
investor allocations were at 78% versus 68%. While the current level of equity allocations has been
the highest since the financial crisis and the pre-COVID shutdown, it certainly doesn?t rule out a
market top. However, equity allocations can certainly move higher to replicate the bubble frenzy of

2000.
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Of course, valuations are elevated based on the Shiller CAPE ratio but are not yet to previous
bubble levels.
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Does this mean there is absolutely no bubble in the markets currently? No. That is the tricky part.
Unfortunately, bubbles are only evident in hindsight.

Probably A Market Top

While we may not be in a full-fledged bubble yet, it doesn?t mean we aren?t on the way to that
point. Investors are very exuberant, along with the media, and analysts are rapidly finding ways to
justify excess valuations. In the near term, a market top is very likely. The market is currently up 17
of the past 19 weeks, the longest stretch since 1980. More importantly, the deviation of the market
from the underlying 200-DMA is reaching rare extremes. Furthermore, as noted above, the market
trades 3 standard deviations above the 50-DMA concurrently with market momentum and breadth
deteriorating. Historically, such a combination was a decent warning of a near-term market top.
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Critically, this rally has largely been a function of the most stimulative fiscal policy in the last 15
years. Notably, stimulative fiscal policy tends to reverse quickly from previous peaks. In other
words, the supporting driver of the market rally since the October 2022 lows will likely end in 2024
for whatever reason. The reversal of that fiscal stimulus will coincide with a market top.

Chart 7: Fiscal policy the most stimulative of the past 15 years
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However, that doesn?t mean a market top will occur next week.

John Maynard Keynes once said,&#2013266080;?Markets can remain irrational longer than
you can remain solvent. ?

Such is the problem with trying to&#2013266080;?time?&#2013266080;a market top, as they can
last much longer than logic would predict. George Soros explained this well in his theory of
reflexivity.
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?Financial markets, far from accurately reflecting all the available knowledge,
always provide a distorted view of reality.&#2013266080;The degree of distortion
may vary from time to time. Sometimes it?s quite insignificant, at other times it is quite
pronounced.&#2013266080;When there is a significant divergence between market

prices and the underlying reality, the markets are far from equilibrium conditions.
?

Every bubble has two components:

1. An underlying trend that prevails in reality and;&#2013266080;
2. A misconception relating to that trend.

?When positive feedback develops between the trend and the misconception, a
boom-bust process gets set into motion.&#2013266080;The process is liable to be
tested by negative feedback along the way, and if it is strong enough to survive these
tests, both the trend and the misconception get reinforced.&#2013266080;Eventually,
market expectations become so far removed from reality that people get forced to
recognize that a misconception is involved. A twilight period ensues during which
doubts grow, and more people lose faith, but the prevailing trend gets sustained by
inertia.?&#2013266080;? &#2013266080;George Soros

In simplistic terms, Soros says that once the bubble inflates, it will remain inflated until some
unexpected, exogenous event causes a reversal in the underlying psychology. That reversal then
reverses psychology from&#2013266080;?exuberance?&#2013266080;t0&#2013266080;?fear.?

What will cause that reversion in psychology? No one knows.

However, the important lesson is that market tops and bubbles are a function of&#2013266080;
?psychology.?&#2013266080;The manifestation of that&#2013266080;?psychology?
&#2013266080;manifests itself in asset prices and valuations.

Navigating Whatever This Is

?1 have no idea whether the stock market is actually forming a bubble that?s about to
break.&#2013266080;But | do know many bulls are fooling themselves thinking a
bubble can?t happen when there is widespread concern. In fact, one of the
distinguishing characteristics of a bubble is just that.? ? Mark Hulbert

Whether you think the market is in a bubble or just forming a short-term top is mainly irrelevant.
Every investor approaches investing differently.

However, if you?re nearing retirement or are a retiree, your investment horizon is shorter
than that of much younger people.&#2013266080; Therefore, given that you are less able to
recover from the market?s deflation, it may be wise to consider the possibility.

So, what can you do to navigate the markets?

Avoid the ?herd mentality? of paying increasingly higher prices without sound reasoning.
Do your research and avoid ?confirmation bias.?&#2013266080;

Develop a sound long-term investment strategy that includes ?risk management? protocols.
Diversify your portfolio allocation model to include ?safer assets.?
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e Control your ?greed? and resist the temptation to ?get rich quick? in speculative investments.

¢ Resist getting caught up in ?what could have been? or ?anchoring? to a past value. Such
leads to emotional mistakes.&#2013266080;

¢ Realize that price inflation does not last forever. The larger the deviation from the mean, the
greater the eventual reversion. Invest accordingly.&#2013266080;

The increase in speculative risks and excess leverage leaves the market vulnerable to a sizable
correction.&#2013266080;Unfortunately, the only missing ingredient is the catalyst that
brings ?fear?&#2013266080;into an overly complacent
marketplace.&#2013266080;&#2013266080;

Currently, investors believe ?this time IS different.?&#2013266080;

?This time?&#2013266080;is different only because the variables are different.&#2013266080;The
variables always are, but outcomes are always the same.

When the market corrects, the media will tell you, ?No one could have seen it coming.?

Of course, hindsight isn?t very useful in protecting your capital.

How We Are Trading It

We remain in the camp that a 5-10% is coming over the next few months. Therefore, we remain
cautious about deploying new capital and taking on excess risk in portfolios at current valuations.

With the earnings season behind us, the focus will return to the economic data and the Federal
Reserve. As discussed previously, we have yet to see a meaningful rotation into value from growth,
leaving this market confined to a tight trading range. We suspect that will change at some point,
and our portfolio seems well positioned with some value balanced against growth for such a
rotation.

Given we suspect a further correction is forthcoming, we suggest reverting to basic portfolio
management rules to reduce portfolio risks for now.

1. Trim Winning Positions&#2013266080;back to their original portfolio weightings. (ie. Take
profits)

2. Sell Those Positions That Aren?t Working.&#2013266080;If they don?t rally with the
market during a bounce, they will decline when it sells off again.

3. Move Trailing Stop Losses Up&#2013266080;to new levels.

4. Review Your Portfolio Allocation Relative To Your Risk Tolerance.&#2013266080;If you
have an aggressive allocation to equities,&#2013266080;consider raising cash levels and
increasing fixed income accordingly to reduce relative market exposure.

The market remains quite bullish, but that is also when the risk of a reversal is the greatest.
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Subscribe To&#2013266080;?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=uP SkUju2wGO0[/embed]

Subscribe To Our YouTube Channel&#2013266080;To Get Notified Of All Our Videos
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S&P 500 Weekly Tear Sheet



3 Month SPY Price % RIA simplevisor SPY RISK INFO

% Diff
ijg Item THEOTHE YD
al d [PriceRetum | 2294% 28.28% 7.66%  (7291%)
at Max Drawdown | (2466%) (1093%) (254%) (76.77%)

Sharpe 050 220 370 068
sl Sortino 085 341 607 078
U g Volatility 1874 1220 He4 (009
420

| [Daily VaR-5% (16.28) 1107 2938 1.69
Mnthly VaR-5% (2921) 301 307 0.00
S&P 500 Market Cap Analysis

400
30

2years 1year Current 1¥r% &5Year Syear %From % From
ago  ago Change High Low  High  Low
Dividend Yield| 132% 156% 132% (1872%) 213% 120% (3829%) 9.28% | Shares | 37789 37013  (206%)
PIE Ratio 1995 1832 2361 2242% 2105 1631 (127%) 4477%  Sales [117125 123448  5.40%
PIS Ratio 417 331 397 1528% 473 3N (1601%) 2779% | SPS | 3.0 334 761%
PIB Ratio 620 550 628 1245% 683 434 (808%) 4484% |Earnings| 17928 19269  7.48%
ROE 2937% 2586% 2610% 091% 2937% 19.17% (1114%) 36.13% (EPSTTM[ 55 56 1.57%
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S&P 500 Asset Allocation

1 Year PE High-PIE Low PEE% DIV TTM  Current

ltem 12-M Ago Current

Sector Price  Weight -5Yr  From ROE ~ Earnings Forward Forward PE

WMo) Moy peak (e Eani
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Momentum Analysis

Return
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: % Dev ] %Dev % Dev 50-
Item Price - 50-Day 200-DMA  Since 200-Day 200 DMA 5?-‘# 52W  Buy/Sell
Cross High  Low
Large Cap 72 766% 49149 50 412% 45590 92 1224% 781% (1.25%) 3443%  Buy
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Small Cap 4204 (033%) 420 18 203% 3906 M 764% 550% (228%) 2303%  Buy
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Relative Performance Analysis

The bull trend in stocks remained uninterrupted this past week, with the S&P 500 hitting all-time
highs after weakness early in the week. However, the push higher put most sectors and markets
back to extreme short-term overbought conditions, which will likely limit further upside over the next
week as the market continues trading in a tight range since the November lows. The bullish
backdrop remains very strong, and there is little reason for an abundance of caution. However,
profit-taking and risk management remain prudent, with most markets and sectors overbought and
deviating from their 50-DMA.
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Technical Composite

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;95.76&#2013266080;o0ut of a possible 100.
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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;80.45&#2013266080;0ut of a possible 100.
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Relative Sector Analysis

Relative Analysis of Sectors against SPY

(click sector symbol for sector details including a relative analysis of its top ten holdings)

Consumer Transportation (XTN) Health Care (XLV) Consumer Staples Communication Utilitles (XLU)
Discretionary (XLY) -0.43 -0.33 (ALP) Services (XLC) -0.05

-0.53 » » -0.23 -0.07 »
» » »

Energy (XLE) Real Estate (XLRE) Financlal (XLF) Technology (XLK) Materials (XLB) Industrials (XLI)

-0.01 0.00 0.03 0.10 0.24 0.30
» » » » » »

Overbought - could be a good time to reduce holdings. Overseld - could be a good time to increase holdings

About Relative Analysis

This analysis uses the price ratio of two securities to establish a relative technical score. 13 technical measures are applied to the ratio to determine the score. The score
tells us how one stock compares to another stock. We like to compare sector ETFS to the S&P 500 to help assess relative strength or weaknass of the sectors,

Quite often scores of + .75 or greater ara good times to reduce holdings and - 75 are good times to buy. However, scores can stay extremely overbought or sold for a few
weeks 5o at times patience Is required.

Relative Analysis of Sectors against SPY

(click sector symbol for sector detals including a relative analysis of its top ten holdings)

Consumer Transportation (XTN) Health Care (XLV) Consumer Staples Communication Utilitles (XLU)
Discretionary (XLY) =043 -0.33 (xLp Services (XLC) -0.05

-0.53 » » 0.23 <0.07 »
» »n »

Energy (XLE) Real Estate (XLRE) Financlal (XLF) Technology (XLK) Materlals (XLB) Industrials (XLI)
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Overbought - could be a good time to reduce holdings. Overseld - could be a good time to increase holdings

About Relative Analysis

This analysis uses the price ratio of two securities to establish a relative technical score. 13 technical measures are applied to the ratio to determine the score. The score
tells us how one stock compares to another stock. We like to compare sector ETFS to the S&P 500 to help assess relative strength or weaknass of the sectors,

Quite often scores of +.75 or greater are good times to reduce holdings and - 75 are good times to buy. However, scores can stay extremely overbought or sold for a few
weeks 5o at times patience Is required.

Most Oversold Sector Analysis
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XLY (Consumer Discretionary) / SPY - Analysis
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Description
The Advisor employs a replication strategy. The fund generally invests substantially all, but at least 95%, of its total assets in the securities comprising the index, The
index includes companies that have been identified as Consumer Discretionary companies by the Global Industry Classification Standard (GICS"). It Is non-diversified.

Latest Price (Jan 20,1570, 1258:49 PM)
$180.27 v (-50.71) (-0.39%)

52 Week Range
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Tesla Inc
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Nike Inc Class B
Booking Holdings Inc
TJX Companies Inc
Starbucks Corp
Chipotle Mexican Grill Inc
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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.

¢ ?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.

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.

Deviations for many market sectors from their longer-term moving averages are extreme. Gold and
Gold Miners are well outside their normal risk ranges as well, suggesting profit-taking should be
implemented. The bullish backdrop of the market overall remains but is very ?long in the tooth.? A
correction is coming. It is only a function of time. Don?t get caught ?sleeping at the wheel.?
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Weekly SimpleVisor Stock Screens


https://realinvestmentadvice.com/wp-content/uploads/2024/03/Risk-Range-Report.png

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)

R.S.l. Screen
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SimpleVisor Portfolio Changes

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

No Trades This Week

Find it in the Retirement section
Of OUI’ Web3|te . Learn more

Find it in the Retirement section
Of OUI’ Web8|te > Learn more

Lance Roberts,&#2013266080;C.|.0.

Have a great week!
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