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Markets Ignore Revisions

As noted last week, the rapid rally from the lows of three weeks ago had some good and bad
elements. The positive is that the rally reversed the MACD ?sell signal,? suggesting the bullish bias
has returned. Furthermore, the rally cleared all-important resistance levels with ease. The market
quickly crossed the 100, 50, and 20 DMAs, leaving only recent all-time highs as significant next
resistance. The only negative to the advance is the nearly complete reversal of the previous
oversold conditions. Such isn?t a critical issue, but it suggests we will likely see a minor pullback to
retest support at the 50-DMA. Such will provide a better entry point to add exposure as needed.

That analysis mostly remains the same this week.

https://realinvestmentadvice.com/inversion-of-yield-curve-finally-reversing/


There were two important events this week. The first was the Bureau of Labor Statistics report
showing a massive negative revision of 818,000 jobs over the last year. As noted by Zerohedge:

?As the chart below shows, the 2024 revision was the biggest in the past decade
and the second biggest on record, with just the 824K downward revision in 2009
just (barely) greater.?

https://realinvestmentadvice.com/wp-content/uploads/2024/08/image-70.png


Such a headline is undoubtedly concerning and supports the view that the actual economy is
substantially weaker than the headlines suggest. Of course, we, and the markets, were already
well aware of this, which is why the markets largely ignored the report when it came out. However,
such is always the case with data revisions, given that the markets are forward-looking. Such
reminds me of a classic moment in the illegal road race classic
?The&#2013266080;Gumball&#2013266080;Rally,? where Franco, the race car driver portrayed
by Raul Julia, told his boss and co-driver:

?And now, my friend, the first rule of&#2013266080;Italian&#2013266080;driving
(pauses to rip the rearview mirror off the windshield and throw it behind
him),&#2013266080;what is behind me is not important.?

https://simplevisorinsights.com/wp-content/uploads/2024/08/Signals-Suggest-Bulls-Trump-BearsFor-Now.jpg


Speaking of looking forward, that?s what the market did on Friday as Jerome Powell made it clear
at the Jackson Wyoming Economic Summit that rate cuts are coming.

?The time has come for policy to adjust. The direction of travel is clear, and the timing
and pace of rate cuts will depend on incoming data, the evolving outlook, and the
balance of risks. We will do everything we can to support a strong labor market as we
make further progress toward price stability.?

With markets closing in on all-time highs, several bullish signals have been triggered, likely limiting
more bearish concerns in the near term.

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.

Bearish Headlines Are Easy To Find

If you want clicks and views, the best way is to promote fear. You don?t have to look too hard to
find videos discussing why the economy and markets are about to crash. Here is an example:

https://realinvestmentadvice.com/connect-now/
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Warren Buffett?s recent stake reduction in&#2013266080;Apple (AAPL)&#2013266080;is a good
example. Immediately, headlines suggested that Mr. Buffett was preparing for a market crash. No
other than Mr. Buffett knows his reasoning, but Apple was a huge stake in his portfolio. Even after
the reduction, Apple is still Berkshire?s largest holding. From a purely risk management analysis,
the sale of Apple to rebalance portfolio weightings was a prudent call.

Notably, bearish headlines and commentary are certainly concerning. For example, seasoned
investor David Roche warned of an impending bear market in 2025, citing reasons such as a
sluggish U.S. economy, an artificial intelligence bubble, and insufficient rate cuts. Brian Moynihan,
CEO of&#2013266080;Bank of America, voiced concerns over the Fed?s rate
policy&#2013266080;and its impact on consumer confidence. Wall Street
veteran&#2013266080;Ed Yardeni&#2013266080;warned that A.I. shows&#2013266080;signs of
an inflating bubble, and top economists and money managers have been weighing in on the
possibility of a recession.

The issue with extremely bearish headlines is the worst possible outcomes rarely occur. As I
discussed in ?Rules To Navigate A Volatile Market:?

?It is easy for us to imagine the worst possible outcomes. However, as investors, we
must focus on the ?probabilities? and&#2013266080;?possibilities?&#2013266080;of
macro outcomes.

On&#2013266080;The Real Investment Show, I spent a good bit of time discussing
the normal distribution of events in the economy. The chart below is a normally
distributed ?bell curve? of potential events and outcomes. In simple terms, 68.26% of
the time, normal outcomes occur. Economically speaking, such would be a normal
recession or the avoidance of a recession. 95.44% of the time, we are most likely
dealing with a range of outcomes between a fairly deep recession and normal economic
growth rates. However, there is a 2.14% chance that we could see another economic
crisis like the 2008 Financial Crisis.

But what about ?economic armageddon??&#2013266080;Such an event where
nothing matters but ?gold, beanie weenies, and bunker.? is just a 0.14% possibility.?

https://realinvestmentadvice.com/investing-rules-to-navigate-volatile-markets/
https://www.youtube.com/watch?v=xkkkIJacQWE
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Does this mean the markets will never correct? No. But it does suggest that our emotions often
lead us to make the worst investment decisions over time.

Bullish Signals Rising

Understandably, reading bearish commentary triggers our psychological response of ?loss
aversion.? However, understanding our psychology&#2013266080;can help us control the
thoughts and actions that lead to poor decision-making.

While significant macro events have and can happen, they often take far longer to materialize than
many expect. Therefore, an excellent way to control our psychology is to focus on time frames we
can control. In other words, as we have often stated, ?invest for the market you have rather
than the one you want.?

Currently, there is little reason to be concerned, as bullish signals trump bearish headlines. For
example, as noted Thursday morning:

?As shown below, rapid V-shaped recoveries tend to be bullish indications of both the
end of the corrective period and the resumption of the bullish trend. Since 2014, periods
that saw a sharp price decline, as measured by the 10-day rate of change, followed by
a sharp advance, were bullish indications. However, as seen in 2015 and 2022, such a
reversal does not preclude a secondary correction from occurring.?

https://realinvestmentadvice.com/overly-optimistic-investors-face-potential-disappointment/
https://realinvestmentadvice.com/overly-optimistic-investors-face-potential-disappointment/
https://realinvestmentadvice.com/extreme-volatility-is-a-distant-memory/
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Notably, Sentiment Trader recently did a similar study on V-shaped bottoms and concluded:

?Stocks are already overbought on some measures, and sentiment is quickly
recovering from the brief freak-out a couple of weeks ago. The run has been
astounding, but past performance after impressive v-shaped bottoms suggests that
there should be more gains in store over the next couple of months.

The biggest caveat is that it has
been&#2013266080;exceptionally&#2013266080;unusual to see this type of move
during uptrends, and the only other times it happened, gains were capped in the
weeks and months ahead.&#2013266080;An objective look at what is inherently
emotional trading behavior suggests that we should be modestly confident that this
rapid shift in momentum should carry stocks even higher. However, since it?s occurring
so near record highs, we shouldn?t be overly confident that we can rely on the types of
gains after more protracted declines.?

Furthermore, this week, the market triggered a Zweig Breadth Thrust. Investing legend Marty
Zweig developed this indicator to identify turning points in the market. The indicator is the 10-day
EMA of NYSE Advances divided by NYSE Advances plus NYSE Declines.&#2013266080;As
Carson shows in the following chart, those breadth thrusts denote a continuation of the bull market
rather than an end.

https://simplevisorinsights.com/wp-content/uploads/2024/08/1724499420_170_Signals-Suggest-Bulls-Trump-BearsFor-Now.png


Importantly, liquidity drives markets. Global liquidity is rising, and the Federal Reserve and other
central banks are beginning to ease monetary policy. This will support both the economy and the
financial markets as earnings stabilize.

https://simplevisorinsights.com/wp-content/uploads/2024/08/1724499420_860_Signals-Suggest-Bulls-Trump-BearsFor-Now.png


Notably, while these bullish signals are important and suggest that the bull market remains intact in
the near term, they still do not displace the need for risk management.

Yes, Risk Management Still Matters

Over the next few weeks to two months, the various signals of improving breadth and liquidity
support higher prices. However, this does not mean investors should ignore the potential risks. An
unexpected and exogenous event, as we saw with the ?Yen Carry Trade? three weeks ago, is a
good example. The things that tend to disrupt the markets are not what we know about; they are
the things we don?t that send sellers rushing for the exit.

Therefore, investors should remain mindful of the risks they are taking to generate portfolio returns.
A good example is that Wall Street currently produces numerous ETFs to satisfy investor appetite.
After all, Wall Street?s job is not to ensure you are making money but to create and sell products to
you for their profit. A good example is that over the last year, 50% of all new ETFs issued were
derivative-based. These are ETFs that use options to create higher returns.



A good example is the numerous single-stock ETFs that now provide 2x leverage. That leverage is
exciting on the way up, as you are doubling your rate of return, but it will also crush you on the way
down. For example, the 2x Nvidia ETF rose ~2600% since inception. However, if you bought it in
June or July, you lost ~50% of your money in less than one month. Few investors can survive that
type of volatility.

https://simplevisorinsights.com/wp-content/uploads/2024/08/1724499421_413_Signals-Suggest-Bulls-Trump-BearsFor-Now.png


As my mom used to say: ?It?s all fun and games until someone gets their eye poked out.?

The Rules

Therefore, ensure you follow your risk management process if the unexpected occurs.

1. Raise portfolio cash levels to lower volatility and align with your risk tolerance.
2. Reduce equity risk, particularly in areas highly dependent on economic growth.

https://simplevisorinsights.com/wp-content/uploads/2024/08/1724499421_552_Signals-Suggest-Bulls-Trump-BearsFor-Now.png


3. Add or increase the duration of bond allocations, which tend to offset risk during risk-off
events.

4. Reduce exposure to commodities and inflation trades as economic growth slows.

If an unexpected event occurs, the preparation allows you to survive the impact. Protecting capital
will mean less time spent getting back to breakeven. After the event, and when market signals
dictate, it is relatively easy to reallocate funds to equity risk as needed.

Even with bullish signals intact currently, it is certainly understandable that you may still feel
uneasy heading into the election. There is nothing wrong with that. Investing during periods of
uncertainty can be difficult. However, you can take steps to ensure that increased volatility is
survivable.

Have excess emergency savings,&#2013266080;so you are not ?forced? to sell during a
decline to meet obligations.
Extend your time horizon to 5-7 years, as buying distressed stocks can get more distressed.
Don?t obsessively check your portfolio.
Consider tax-loss harvesting (selling stocks at a loss) to offset those losses against future
gains.
Stick to your investing discipline regardless of what happens.

If I am correct, and the bull market continues, you will continue participating even though you may
underperform the benchmark index. However, our job is not to beat some random benchmark
index that has nothing to do with our personal financial goals or time frames.

If I am wrong and the market declines, the preparation will reduce downside volatility and allow you
to make more rational decisions about what to do next.

That is the process we are currently using for our clients.

How We Are Trading It

As noted, current bullish signals are keeping our portfolio allocated toward equities. However, as
shown in the Market Sector Relative Performance analysis below, everything is back to short-term
overbought. Historically, the markets have trouble rising from such levels without a short-term
pullback.



We remain concerned about the potential for upcoming election volatility and remain underweight
equities and overweight cash for now. With the market overbought following the recent rally, we are
watching for a correction back to support that does not reverse those bullish signals. If such occurs,
we will increase exposure accordingly.

We remain focused on the upcoming election, which may introduce some volatility in October. We
are also willing to sacrifice some short-term performance for safety. Once we pass the election, if
the bullish market signals remain, we should see a rally at the end of the year.

However, 2025 may be an entirely different story. We will discuss that when we get there.

For now, continue to keep moves small. As the market confirms its next direction, we will adjust
accordingly.

https://realinvestmentadvice.com/wp-content/uploads/2024/08/Overbought-Conditions.png


Have a great week.

Research Report



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=zg46dMB14Ks[/embed]

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

Bull Bear Report Market Statistics & Screens

https://www.youtube.com/@BeforeTheBell2023
https://bit.ly/2Tqetau


SimpleVisor Top & Bottom Performers By Sector

https://www.simplevisor.com/home
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S&P 500 Weekly Tear Sheet



Relative Performance Analysis

As noted last week,



?The snap-back rally over the last two weeks was inspiring as the 5-10% summer correction
occurred without significant damage. With that correction behind us, the subsequent market event
risk will be the November election.?

As noted, with every market and sector at more extreme levels of overbought conditions, look for
minor corrections to support before adding exposure to portfolios. I would be unsurprised to see
some selling hit the markets next week.



https://realinvestmentadvice.com/wp-content/uploads/2024/08/Market-Sector-Relative-Performance-2.png


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 ?80? are considered overbought,
and below ?20? 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;85.95&#2013266080;out of a possible 100.



https://realinvestmentadvice.com/wp-content/uploads/2024/08/Technical-Gauge-2.png


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;72.88&#2013266080;out of a possible 100.



Relative Sector Analysis



https://realinvestmentadvice.com/wp-content/uploads/2024/08/Relative-Analysis-3.png


Most Oversold Sector Analysis
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Sector Model Analysis & Risk Ranges

How To Read This Table

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.
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.

As stated last week:

As noted last week, technology led the charge in the market recovery, but so did many of the more
defensive sectors of the market, from Staples to Real Estate and Bonds. Those defensive sectors
are highly extended and have deviated from long-term means, suggesting a rotation back toward
growth is likely. Gold Miners are currently 20% above their long-term mean, which is unsustainable.
Take profits and rebalance weightings, as this sector can experience sharp declines. Bonds and
interest rate-sensitive sectors like Utilities are also very overbought.



Weekly SimpleVisor Stock Screens

https://realinvestmentadvice.com/wp-content/uploads/2024/08/image-73.png


We provide three stock screens each week from&#2013266080;SimpleVisor.

This week, we are searching for the Top 20:

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

(Click Images To Enlarge)

RSI Screen

https://www.simplevisor.com/home
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Momentum Screen



https://realinvestmentadvice.com/wp-content/uploads/2024/08/Screen-Momentum-3.png


Fundamental & Technical Screen



https://realinvestmentadvice.com/wp-content/uploads/2024/08/Screen-Fund-and-Technical-1.png


SimpleVisor Portfolio Changes

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

No Trades This Week

Lance Roberts,&#2013266080;C.I.O.

Have a great week!

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

