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Economy Slows And Market Slips

Last week, we discussed consumer data suggesting the economy was weakening. This past
week, downward revisions to Q1 GDP and weak personal consumption expenditures (PCE) reports
confirmed that suspicion.

The U.S. economy?s growth in the first quarter was revised to an annualized rate of 1.3% from the
previously estimated 1.6%, reflecting weaker consumer spending and equipment investment. This

slowdown contrasts sharply with the 3.4% growth rate in the final quarter 2023. Inflation for the first
quarter was also slightly revised down to 3.3%.

On Friday, PCE, which is roughly 70% of GDP growth, also came in under expectations, adding
more concerns to a growing list of economic data that has recently weakened.

In an interesting turn of events, ?bad news? seemed to matter to the markets this week. Of course,
the reality was that the market was overbought and needed a correction. Wall Street just needed a

reason to liquidate some positions.


https://realinvestmentadvice.com/consumer-data-suggests-economy-is-weakening/

As noted last week, the 20-DMA crossed above the 50-DMA. On Friday, that support level held,
and the market bounced off it, keeping the current consolidation process intact. If the 20-DMA falils,
the 50-DMA is the next logical support level. Below is the 100-DMA that provided support during
the April correction.

Crucially, the market has now registered a ?sell signal,? which will limit any rallies in the near term.
Therefore, investors should continue to use bounces to reduce exposure and rebalance portfolios
as needed. The upside to the market is likely constrained to recent highs.

While we expect another correction sometime this year, likely before the election, the market will
likely provide early warnings of that event. As noted, failures at the 20- and 50-DMA will be such
warnings. Also, a failure of the momentum trade that began in November will be worth watching,
and it is the subject of this week?s newsletter.

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.

Need a plan to protect your hard earned ¢, o

savings from the next bear market? consultation today

Need a plan to protect your hard earned | ¢\ 1o vour
savings from the next bear market? consultation today

The Momentum Chase

It is an interesting market environment. Each day, investors parse every piece of economic or
financial data for what it may mean to Fed policy. Will the Fed begin cutting rates and restarting
monetary accommodation? Such is all that seems to matter. At the same time, investors are
chasing higher stocks based on the current theme. In 2020, it was disrupter stocks. Today, it is
artificial intelligence and semiconductor providers.

Semiconductor
weight in hedge fund
long US equity portfolio



https://realinvestmentadvice.com/connect-now/

Semiconductor
weight in hedge fund
long US equity portfolio

It doesn?t help that media headlines are filled with meaningless commentary while ignoring
fundamentals or valuations. In other words, such quaint ideas of buying value have become relics
of an age long ago. Of course, this should all be unsurprising.

Today, the markets have evolved into a ?get rich quick? industry, where Wall Street creates
products to fill hungry investors? demand for the next ?hot opportunity.? Such has been a boon for
the index ETF industry, financial applications, and trading websites. As such, the momentum
investing issue should be no surprise, given that investors learned to ?buy risk? when the Federal
Reserve increased monetary accommodation. As discussed previously, the influence of
monetary accommodation on asset prices was astounding. To wit:

?The chart below shows the average annual inflation-adjusted total returns (dividends
included) since 1928. | used the total return data from Aswath Damodaran, a Stern
School of Business professor at New York University. The chart shows that from 1928
to 2021, the market returned 8.48% after inflation. However, notice that after the
financial crisis in 2008, returns jumped by an average of four percentage points for the
various periods.

After more than a decade, many investors have become complacent in expecting
elevated rates of return from the financial markets. However, can those expectations
continue to get met in the future??


https://realinvestmentadvice.com/why-future-returns-could-approach-zero/
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?0f course, those excess returns were driven by the massive floods of liquidity from the
Government and the Federal Reserve, including trillions in corporate share buybacks and zero
interest rates. Since 2009, there has been more than $43 Trillion in various liquidity supports. To
put that into perspective, the inputs exceed underlying economic growth by more than 10-fold.?
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After more than a decade, investors are now complacent in expecting elevated rates of return from
the financial markets. In other words, the abnormally high returns created by massive doses of
liguidity became seemingly ordinary. During this decade-long liquidity period, investors
developed many rationalizations to chase momentum.

The Potential Problem

Chasing momentum has problems. We will use the following 3-ETFs from 2014 to the present to
simplify our analysis.&#2013266080;(2014 is the earliest date that all 3-ETFs have performance
data.)

e SPDR S&P 500 ETF (SPY) as the ?buy and hold? proxy,
e IShares Momentum ETF (MTUM) as the ?momentum? proxy; and,
¢ IShares Value ETF (IVE) as the ?value? proxy.

For our analysis, we calculated the growth of $1 invested in each ETF from January 2014 on a
nominal capital appreciation basis only. Over that time frame, momentum is the obvious choice for
investors compared to the S&P 500 or value.
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However, there is a problem with chasing momentum that isn?t readily visible in the chart above.
Momentum is a double-edged sword. While momentum provides an advantage in a rising market, it
has an obvious disadvantage in a declining market. If we break the comparative performance down
into specific periods, the value of the momentum strategy gets lost.

In 2105 and 2016, momentum provided no hedge against the Fed?s&#2013266080;?taper?
&#2013266080;and Brexit.
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Similarly, in 2018, relative performance, peak-to-trough, was worse than the benchmark during the
Fed?s&#2013266080;?taper tantrum.?
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Momentum provided little protection during the 2022 correction as the Federal Reserve hiked rates
and reduced its balance sheet.
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The problem for most investors is that they get swept up in the moment of rising asset prices and
the thrill of making money. However, as is always the case, what seems to be working today does
not mean it will work indefinitely.

Choosing The Right Strategy At The Right Time

As a strategy, momentum investing works well when correctly applied to a portfolio of individual
securities.

?0ne of the most interesting aspects of this portfolio though is not only that it has a lot
of hard numbers backing it up,&#2013266080;but that it is in theory accessible to
any ordinary investor who can screen stocks by monthly performance.? ? Brett
Arends

He is correct, and we provide this at SimpleVisor daily, in screens of relative strength,
fundamental and technical rankings, and more.


http://www.simplevisor.com/home
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What is crucial is that momentum, as an investing strategy, works exceptionally well in a strongly
trending bull market.&#2013266080;However, strategies will change during a corrective or
bear market cycle.&#2013266080;As shown below, market cycles lead the economic cycle. As a
result, it should be unsurprising that investment strategies also vary accordingly.
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While it may seem like the current advance will continue indefinitely, abandoning decades of
investment history would be unwise. As Howard Marks once stated:

?Rule No. 1: Most things will prove to be cyclical.

Rule No. 2: Some of the most exceptional opportunities for gain and loss come when
other people forget Rule No. 1.7?

The realization that nothing lasts forever is crucial to long-term investing. To ?buy low,? one must
first ?sell high.? Understanding that all things are cyclical suggests that investment strategies
must also change.

The rotation from&#2013266080;?momentum?&#2013266080;t0&#2013266080; ?value?
&#2013266080;is inevitable.&#2013266080;It will occur against a backdrop of devastation for
investors quietly lulled into the extreme sense of complacency following years of monetary
interventions.



?Relative valuations are in the far tail of the historical distribution. If, as history
suggests, there is any tendency for mean reversion, the expected future returns for
value are elevated by almost any definition.?&#2013266080;?&#2013266080;Research

Affiliates

The only question is whether you will be the buyer of&#2013266080;?value?&#2013266080;when
everyone else is selling&#2013266080;?momentum??

How We Are Trading It

We certainly understand the importance of momentum in relation to portfolio performance. As
portfolio managers, we must generate a return for our clients; therefore, we must participate in
those stocks that create that performance.
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Yes, we realize that the current momentum chase will eventually end. When it does, we must rotate
our portfolios from ?offense? to ?defense.? We continue to monitor the technical analysis of the

broad market and sector rotations, which should provide sufficient warnings for making changes
accordingly.
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However, the market?s current ?momentum chase? requires us to maintain exposure to those
?Magnificent 7? market members. The recent correction has started to reverse the market?s
previous overbought condition, but nothing suggests the bull market trend from November is at risk.
Therefore, continue to use corrections and consolidations to add equity exposure as needed.

Our portfolios are well-positioned for the current market environment. However, we will continue
managing exposure and risk as needed.

(You can track those portfolios in real time by subscribing to the newly redesigned SimpleVisor
platform.)
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Electricity Demand May Cure Debt
Concerns

The future of electricity demand for everything from electric cars to
Bitcoin mining to artificial ..

> Read More
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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=LRN8k8kauYo[/embed]

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

Bull Bear Report Market Statistics & Screens
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PIE Ratio 1998 1977 2404 1776% 2934 1668 (180%) 4415%  Sales |[118382 124983  558%
PIS Ratio 373 343 404 1508% 468 304 (1366%) 3299% | SPS | 314 340 8.11%
PIB Ratio 581 562 631 16% 683 433 (678%) 4691% [Earnings| 17791 20070  1281%
ROE 2874% 2654% 2656% 384% 2937% 1917% (955%) 3854% [EPSTTM| 55 57 391%
ROA 662% 597% 654% 866% 673% 449% (281%) 4543% [Dividend[ 16 17 6.79%
S&P 500 Asset Allocation

1 Year PIE Low PIE% TIM  Current

ltem 12-MAgo Current

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

WMo) yo)  Peak e
Energy 1884% 377% 130 1303 98688 (29359) (86.8%) 163% 31%  842% 701 11.94
Materials 2046% 228% 114 2219 2699 1137 (178%) 110% 18%  485% 488 19.64
Industrials 26.09% B835% 115 2299 5837 1689 (606%) 231%  15%  446% 674 2065
Discretionary | 21.14% 983% 144 2811 7255 2546 (61.3%) 209% 08%  358% 561 2483
Staples 524% 591% 0&7 2181 2278 1847  (43%) 271%  25%  474% 408 2003
Health Care | 1269% 1182% 069 2366 2224 1491 64% 191% 16%  459% 800 1875
Financials 6% 1267% 114 167h 247 1277 (220%) 121%  16%  58%% 798 1499
Technology | 37.43% 3140% 118 3738 3727 1981 03% 628% 07% 270% 760 2843
Telecom 40058% 934% 0% 2340 2838 1542 (17.5%) 265% 05%  3%5% 674 18.09
Utilities 1247% 241% 071 1914 2142 1588 (10.7%) 11%  31%  514% 350 16.22
RealEstate | 412% 211% 104 1747 2621 1547 (345%) 71%  37% 585% 475 16.33
Momentum Analysis

Return

#Days % From % From
: % Dev ) %Dev % Dev §0-
Item Price 50-Day 200-DMA  Since 200-Day 200 DMA 5?-‘# 52W  Buy/Sell
Cross High  Low

Large Cap 2031 118% 51683 20 204% 47806 152 103%  6M11% (107%) 2688%  Buy
Mid Cap 5618 011% 53997 1 115% 49942 141 936% 812% (218%) 2875%  Buy
Small Cap 4267 1.76% 4183 2 200% 3986 131 706% 496% (175%) 2488%  Buy




3 Month SPY Price ? RIA simplevisor SPY RISK INFO

% Diff
40 Item T T YD
520 Price Return .M% 26.21% 10.85%  (38.21%)
Max Drawdown | (19.37%) (10.92%) (5.88%) (46.39%)
00 Sharpe 057 195 210 008
0 Sortino 081 33 3% 0M
Volatility 1687 1138 1133 (000)
150 O Trm—m————(raily \aR-5% (1136 1040 1074 006
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440 S&P 500 Market Cap Analysis

2years 1year Current 1¥r% 5Year Syear %From % From
ago ago Change High Low High Low
Dividend Yield| 143% 151% 1.28% (1826%) 214% 120% (4009%) 6.96% | Shares | 37651 36769  (2.34%)
PIE Ratio 1998 1977 2404 1776% 2934 1668 (180%) 4415%  Sales |[118382 124983  558%
PIS Ratio 373 343 404 15.08% 468 304 (1366%) 3299% | SPS | M4 340 8.11%
PIB Ratio 581 562 631 16% 683 433 (678%) 4691% [Earnings| 17791 20070  1281%
ROE 2874% 2654% 2656% 384% 2037% 1917% (955%) 3854% [EPSTTM| 55 57 391%
ROA 662% 597% 654% 866% 673% 449% (281%) 4543% [Dividend[ 16 17 6.79%
S&P 500 Asset Allocation

1 Year PIE Low PIE% TIM  Current

ltem 12-MAgo Current % Chg

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

WMo) yo)  Peak e
Energy 1884% 377% 130 1303 98688 (29359) (86.8%) 163% 31%  842% 701 11.94
Materials 2046% 228% 114 2219 2699 1137 (178%) 110% 18%  485% 488 19.64
Industrials 26.09% B835% 115 2299 5837 1689 (606%) 231%  15%  446% 674 2065
Discretionary | 21.14% 983% 144 2811 7255 2546 (61.3%) 209% 08%  358% 561 2483
Staples 524% 591% 0&7 2181 2278 1847  (43%) 271%  25%  474% 408 2003
Health Care | 1269% 1182% 069 2366 2224 1491 64% 191% 16%  459% 800 1875
Financials 6% 1267% 114 167h 247 1277 (220%) 121%  16%  58%% 798 1499
Technology | 37.43% 3140% 118 3738 3727 1981 03% 628% 07% 270% 760 2843
Telecom 40058% 934% 0% 2340 2838 1542 (17.5%) 265% 05%  3%5% 674 18.09
Utilities 1247% 241% 071 1914 2142 1588 (10.7%) 11%  31%  514% 350 16.22
RealEstate | 412% 211% 104 1747 2621 1547 (345%) 71%  37% 585% 475 16.33
Momentum Analysis

Return

#Days % From % From
: % Dev ) %Dev % Dev §0-
Item Price 50-Day 200-DMA  Since 200-Day 200 DMA 5?-‘# 52W  Buy/Sell
Cross High  Low

Large Cap 2031 118% 51683 20 204% 47806 152 103%  6M11% (107%) 2688%  Buy
Mid Cap 5618 011% 53997 1 115% 49942 141 936% 812% (218%) 2875%  Buy
Small Cap 4267  176% 4183 2 200% 3986 13 706% 496% (1.75%) 2488%  Buy

Relative Performance Analysis

Last week, we noted:



?With most sectors and markets short-term overbought, we could see some selling
pressure next week as traders profit from the recent rally.?

This past week, that occurred, reducing the more extreme short-term overbought conditions.
However, with that process not yet complete, the market could remain somewhat range-bound next
week as it continues. The bullish trends remain intact, and portfolios should remain near target
equity weightings.
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i}
£.00%
“ - 381% T
T.00%
B.00% +

Technical Composite

Deviation
400%
100%
100%
1.00%
0.00%
A.00% - e
Gl A048% o M
200%
SN NLC NE MF XU XK KLRE NP XLU MLV XY MDY SLY TUT VER VWO SFY OMLB RLE XLF KL XK KLRE NLP XLU MLV KLY MDY SPSM TLT XKLC VEA WO
Overbought/Oversold 14-Periods Size | Sector ETF YTD Trading Range
s ] 1 4 B ] ] 1z i 1 1 PM B . — an
b | | e Mvoeus D 50
]
@
o X s otz I W S
i
i ar e I N ;7
o e S e E— E—
o oy T e
XLRE &
ne ; [ N |
o0 + — ie W KB 7159 : 1840
| XF X ‘e w ac wee I 0
. X
Composite Median, ALY i
i are s T . 0
N a2 I .
[B0.0)
™ . G -
i ME T T . Y0
{10009} # :
wo M5 0% I .
=




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;86.70&#2013266080;0ut of a possible 100.

Technical Overbought/Sold Composite % SimpleVisor”

(Composite Of Weekly Technical Measures)
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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;76.33&#2013266080;0ut of a possible 100.



MARKET GREED/FEAR INDEX
(44, NV, Bullsh Pet, PuyCall, NAAIM, VIX)
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Relative Sector Analysis




Sectors Analysis - Absolute and Relative Score (vs SPY)

Symbol Name Top10  Absolute Score  Relative Score (vs  Chart
Holdings ! SPY) IF
XK Technology &
XU Utiltes &
Communication
- Services &
XLP  Consumer Staples &
XLF  Financial &
XU Incustrials &
XLRE  Real Estte &
XLE  Energy &
XLB  Materials aa
Consufmer
Y
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XV Health Care &
XTN  Transportation &
How it works
) 0 0. b ) Y
% ) v % % k)
m m
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: Could be a Could be a i
f:f good time to good time to _%
0 increase reduce 0
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Note: scores can stay extremely overbought o oversald for a few weeks so paitence is required at
times.
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Sectors Analysis - Absolute and Relative Score (vs SPY)

Symbol Name Top10  Absolute Score  Relative Score (vs  Chart .
Holdings il SPY) f
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Most Oversold Sector Analysis



Transportation Analysis - Absalute and Relative Score (vs SPY)

Symbol Name

ALK  Alaska Alr Group Inc 318
DAL  Delta Air Lings Inc L%

FOX  FedEx Corp 287% 0350

GNK  Genco Shipping & Trading Ltd 2713

GX0  GXO Logistics Inc 273%

KEX  Kirby Corp 136%

MATX  Matson Inc 275% 0870
R 287% m
SKYW  SkyWest In 292%

UAL  United Airlines Holdings Inc ~ 3.22%
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Transportation Analysis - Absalute and Relative Score (vs SPY)

Symbol Name Holding Absolute Score 1| Relative Score (vs 5PY) 1| Chart f]
ALK Alaska Air Group Inc 3 16
DAL  Delta Alr Lines Inc 121%
FOX  FedEx Corp 207% 0350
GNK  Genco Shipping & Trading Ltd 2713 m
GXO  GXO Logtstics Inc 271 m
KEX  Kirby Corp 1168 m
MATX  Matson nc 275 80
SKYW  SkyWestIn 29

UAL  United Airlines Holdings Inc ~ 3.22%
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Sector Model Analysis & Risk Ranges
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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)

e The table shows the price deviation above and below the weekly moving averages.

Last week, we noted that:

?As we head into the end of the month, the more extreme overbought readings in many
markets and sectors will likely cap any rally attempt into the month?s end.?

Such was the case this past week. With deviations from longer-term moving averages still high for
many sectors, we could continue to see some further consolidation. Given that the ?risk/range?
report resets on the first day of each month, we must wait until next week for further analysis of
individual sectors and markets.

RELATIVE PERFORMANCE  cument i NCE RELATIVE TO 54 500 MDEX RISK RANGE

SHORT MONTHEND ~ REL 58P %DEV.  WDEV.  MAXVER

Ticker ETF NAME Price {Week 4 W 12Weeks  MWeeks 53 Weeks WMA  LONGWMA  PRICE BETA HIGH LOW ShortMIA  LongMA  SIGNAL
W ISHARS-SP500 52996 i BE83 481.35 1.5 10 LN 56T i:‘ » ¥ BULLISH
s SPOR-MATLS SELS sl .18 8.2 1.5 10 a2 ¥ L] ™ BULLISH
i SPOR-COMM SV 55 [ LAl T8N 1+ 102 LAt 3 ¢ kL] 1% BULLISH
ALE SPOREGY SELS nH kY] 8100 3.0 12 967 s ( % i BULLISH
ALF SPOR-FINL SELS e 11 na 4154 106 41 4016 % ¥ BULLISH
XLK SPOR-TECH SELS Hose e 195,00 Hii6 11 HiLN W8 Fod B BULLISH
1] SPOR-KDU SELS 1235 12354 1149 138 108 12748 11008 % i BULLISH
e SPDOR-CONS STPL TH 1676 L85 M 058 nn L} » h BULLISH
XLRE SPOR-RE SELS 1805 w00 5 s 095 B B4 L) 1% BULLISH
MU SPORUTILEELS nn (AVINT B 'Y S T T TR T BULLISH
v SPORHLTH CR 143 152 138.50 1300 068 a7 13843 ¢ [ o BULLISH
ALY SPOR-CONS DISCR 17541 RLL¥U] 17361 11557 12 18241 16847 | A% 1% BULLISH
XN SPOR-5P TRANSPT mar 194 ThE Tt 14 IR ! .1 % BULLISH
oY SPOR-5P DIV ETF 131 12881 fan 1041 086 11449 1503 % n BULLISH
RSP IVE-5PS EQ ETF 16578 15450 1545 16578 106 18 1888 % BULLISH
SPSM SPOR-PAT SC 28 LI LF 4267 113 “un iz » % BULLISH
LU SPOR-5P MC 400 54618 g 505.36 54618 112 665,95 52640 % B BULLISH
EM ISHARS-EMG MKT Hr (2.45) [474) HH i1 an 0n 44 04 % & BULLISH
BA ISHARSEATE e | ) e WA Ms 0w me Bal » B wus
1AU ISHARS-GOLD TR 0w an 4002 0% [H] 410 b« Fal BULLISH

GOX VANECK-GOLD MMR 530 n% 34 1 0% %5 wr BULLISH

WP WVSIBUSS U i we oas mg @2 Bn mnl % B GEARSH
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HIG  ISHARSIBXHYCE m om Ay PN 7 B TR V' BULLISH
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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


https://www.simplevisor.com/home

Overview Technicals Fundamentals Performance
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SimpleVisor Portfolio Changes

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

May 28th

?0n Thursday, Costco (COST) will announce earnings. The stock has had a huge run
and is pushing 2-standard deviations overbought. It is 4% in our model but over 4.5% in
the portfolio. We are reducing the position back to the target model weight today. Even
good earnings may not be enough to push the stock markedly higher from current
levels. We will add back to the position when the stock corrects in price.?

Equity Model

¢ Reduce Costco (COST) back to target portfolio weight of 4%.
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Lance Roberts,&#2013266080;C.|.0.

Have a great week!


https://realinvestmentadvice.com/retirement/participant-solutions/#401k-Plan-Manager

