+ RIA

"Trump Trade" Sends Investors Into Overdrive

Inside This Week?s Bull Bear Report

?Trump Trade? Sends Investors Into Overdrive

How We Are Trading It

Research Report&#2013266080;?Paul Tudor Jones ? | Won?t Own Bonds
Youtube ? Before The Bell

Market Statistics

Stock Screens

Portfolio Trades This Week

A Pause That Refreshes?

Last week, we discussed that with the election over and the Federal Reserve cutting interest rates,
many market headwinds were put behind us. To wit;

?As aresult, the market surged higher, hitting our year-end target of 6000 on Friday.
Furthermore, since election day, the ?RE-risking? rally reversed the short-term sell signal,
supporting higher prices. As we stated over the last few weeks, despite the many media-driven
narratives, the underpinnings of the market remained bullish, suggesting the recent pullback to the
50-DMA was a buying opportunity.?

In that Bull Bear Report, 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 this past week. Such is unsurprising given the return to overbought conditions with
a more extreme deviation from the 50-DMA.


https://realinvestmentadvice.com/election-over-now-what-for-the-market/
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Furthermore, as noted in Friday?s Daily Market Commentary:

?Technically, there is nothing wrong with the market. Yes, it is currently overbought, but
the recent ?choppy? action is beginning to work off some of that condition. | would
expect a continuation of choppy performance into Thanksgiving, with a pop into
the first week of December. That pop will be met by additional selling as mutual
funds make their annual distributions, setting the market up for the year-
end&#2013266080;?Santa Claus? rally as managers window-dress for year-end
reporting. In short, the trend is higher into year-end, but expect some bumps along the
way.?

While there are some short-term technical concerns, as discussed in ?Seasonality: Buy Signals
And Outcomes,? there are three primary reasons to remain optimistic into year-end:

1. Corporate share repurchases
2. Performance Chasing
3. Momentum

With the market now entering the seasonally strong period of the year, historical tendencies
continue to support maintaining recommended target weights for equities in portfolios. However, as
we will discuss this week, risks are building in certain market areas where ?Trump Trade?
exuberance has likely exceeded the grasp of underlying fundamental realities.
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Need Help With Your Investing Strategy?
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portfolio management strategy to grow and protect your savings? Whatever your needs are, we are
here to help.
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?Trump Trade? Sends Investors Into Overdrive

It has been an interesting two weeks since the Presidential election. While investors were a bit
skittish heading into the election, the clean Republican sweep of the Presidency, House, and
Senate has sent investors scrambling to add exposure across all market assets. Here are a few
charts courtesy of ?The Daily Shot? that show the increase in investor speculation.

Small-capitalization stocks, the most susceptible to economic risk, surged higher on expectations
that deregulation, further tax cuts, and tariffs will benefit small-caps, which tend to be heavily
domestic-focused.


https://realinvestmentadvice.com/connect-now/
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Since performance begets performance, momentum stocks were flooded with new investor capital.
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But when it comes to pure ?speculative? action, nothing denotes investor exuberance like the flows
into UN-profitable technology companies.
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Retail investors, who tend to perform poorly over time and make poor investment decisions, have
piled into the same basket of ?favorites? and ?meme? stocks, like Gamestop. Which, just to
remind you, it was those same stocks that nearly wiped out retail speculators in 2022.
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While the ?Trump Trade? certainly has some legs, lower taxes, deregulation, and tariffs will not
solve many companies?&#2013266080;? sales ?&#2013266080;problems. But that is the beauty
of speculation:&#2013266080;rising prices increase speculation, which leads to higher prices.

However, retail investors aren?t the only ones going ?all in? on the Trump Trade.&#2013266080;
Professional investors sharply increased equity exposure for&#2013266080;Trump 2.0,
&#2013266080;which posted the highest equity exposure level in 11 years.
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Chart 1: US equity positioning surges to 11-year high post-Trump election victory
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Source: BofA Global Fund Manager Survey, *Trump 2.0 indicates only the responses recorded after the US election

The market?s reaction to the election and the potential for economic and business-friendly
legislation is unsurprising. However, market analysts and economists may be extrapolating that
optimism too much.

S&P 10,000

For example, this past week, Ed Yardeni (I will be writing a longer post on this soon) extrapolated
the current market into 2030, providing a target of 10,000.

Wall Street is thrilled uncertainty surrounding the election is over, and the incoming
administration has promised a grab bag of tax cuts while the economy shows strength
after fresh interest rate cuts from the Federal Reserve. The veteran stock
watcher&#2013266080;Ed Yardeni&#2013266080;expects the party to continue. Over
the weekend, he raised his forecasts for the market benchmark, lifting his call to 10,000
for the close of the decade, at the end of 2029, from the 8000 he forecast on Oct. 18.

In the near term, his estimates call for the S&P 500 to end 2024 at 6100, reach 7000 in
2025, and 8000 in 2026. Yardeni expects the market to hit 10,000 in 2029, which will be
the first year on the job for whoever succeeds Trump as president.?

The chart shows the current bull market from the 2009 lows to the present, with a 12-month moving
average and a trend channel extension into 2030. While Yardeni?s forecast seems astonishing, it
represents a bit more than a 7% annualized rate of return through the end of the decade.
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Given that the past 15 years have produced returns roughly 50% higher than the long-term

average, a 7% annualized rate of return may seem somewhat disappointing.
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Furthermore, it is worth mentioning that even if Yardeni?s prediction does come to fruition,
investors should still expect to see volatility and sizeable drawdowns along the way. This will be the
same as seen in the last 15 years when markets retested the 12-month moving average with fairly
regular retracements on numerous occasions.
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Concerning long-term market outlooks, it is helpful to remember that Wall Street analysts predicted
the same in 1999 and 2007. At the time, valuations were elevated, but analysts and economists
believed that economic growth would remain strong and support earnings growth well into the
future. Unfortunately, despite the rather rosy outlook, economic realities overtook the exuberance,
leading to significant market declines. The same assumptions existed in 1972 about the ?Nifty
Fifty,? Also, let?s not forget 1929 when Irving Fisher proclaimed the market had achieved a
?permanently high plateau.?
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However, the key to whether Yardeni?s projection comes to fruition hinges on economic and
earnings growth.

Valuations & Earnings Growth Remain A Concern

| am not suggesting that the markets are about to enter a subsequent significant recessionary sell-
off. However, | am suggesting some caution in assuming that Ed Yardeni?s forecast of continued
market returns is a statement of fact. Such is particularly the case given the current high valuation
levels on both a forward and trailing earnings basis.
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However, elevated 12-month operating and reported earnings valuations aren?t the only factor;
virtually all long-term valuation measures suggest some caution in long-term market return
predictions. There are two ways to revert valuations: 1) the price remains stable while earnings
rise, or 2) the price declines to revert valuations to earnings growth. Unfortunately, since 1871,
over-valuations have never been resolved by prices remaining stable.
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While the ?Trump Trade? exuberance is currently elevated, given the backdrop for the ?Trump
Trade,? risks must be considered. First, President Trump?s market setup vastly differs from his first
term in office in 2016, which implies higher risk into current forecasts.
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Second, earnings growth remains concerning. Despite a surging bull market in equities, the
market?s price reflects underlying earnings growth over time. As noted, valuations are currently
elevated, but investors are always willing to pay for future earnings growth as long as it comes to
fruition. In other words, the future ?E? in the P/E ratio justifies the current price. However, the
problem is that earnings growth only comes from seven companies effectively. While the hope is
that the earnings for the bottom 493 companies will start to grow, they haven?t over the past two
years despite trillions in fiscal stimulus and strong economic growth rates.

Exhibit 5: Recent negative revisions to consensus 2025 S&P 500 EPS
as of November 7, 2024
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Lastly, as noted by my colleague Albert Edwards from Societe Generale this week:

?Companies have been able to push through profit?margin?expanding price increases
under the cover of two key events, namely 1) supply constraints in the aftermath of the
Covid pandemic and 2) commodity cost-push pressures after Russia?s invasion of
Ukraine. But we still emphasise that one of the main sources of the recent surge in
profit margins is massive fiscal expansion. In short, the government has been spending
more to the benefit of corporates.?

As he notes, U.S. corporate profits are incredibly elevated as a percentage of GDP. Such levels
are well outside historical norms, and without continued, outsized fiscal deficit increases, the
reversion risk seems quite large.
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However, it has not just been the post-pandemic surge in government spending, rising earnings,
and profits. Over the last 15 years, the Government and Federal Reserve have delved into
massive, unprecedented endeavors to support the economic and financial systems. From HAMP to
HARP, TARP to QE, and zero interest rates were all used to support economic growth, translating
into earnings growth for the S&P 500. Since 2009, there has been roughly $40 Trillion in various
spending programs, generating just $6.5 Trillion in economic growth. (That isn?t an excellent
investment.)
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Here is the risk. President-elect Donald Trump has articulated plans to reduce the federal debt and
deficit and streamline government operations. A key initiative in this regard is the establishment of
the Department of Government Efficiency (DOGE), led by Elon Musk and Vivek Ramaswamy. The
DOGE is tasked with identifying and eliminating wasteful spending and bureaucratic inefficiencies.
Musk has expressed a goal of trimming $2 trillion from the annual federal budget, which stood at
$6.7 trillion in the last fiscal year.

While the feasibility of such ambitious goals will likely prove difficult, even achieving one-quarter of
that goal will negatively impact economic growth rates and corporate profitability. As is always the
case, there is always a ?cause and effect? of actions placed on the economy. Contracting
spending, reducing Government employment, and reducing the deficit, all of which will provide
long-term benefits, can likely not be executed without some short-term pain.

Therefore, as we head into 2025, it is okay to remain bullish on the ?Trump Trade,? just remain
vigilant to changing economic conditions that could negatively impact expected earnings growth.

The ?E? remains a critical factor in investors?&#2013266080;?valuation?&#2013266080;story.

How We Are Trading It

As noted last week, the stock market reflects both challenges and opportunities. Instead of
focusing on worst-case scenarios, take constructive actions:

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

Keep perspective,

Focus on your financial goals and;

Communicate with your financial advisor to remain steady amid uncertainty.

PwnNPE

With the election behind us and the S&P 500 now in a seasonally strong period, bolstered by the
weekly MACD buy signal, investors may want to consider several strategies:

e Use Stop-Loss Orders: To manage downside risk, consider using stop-loss orders.

e Increase Equity Exposure: Large-cap stocks historically perform well during this period. You
could consider increasing exposure to diversified index funds or sector ETFs that align with
historical trends.

e Review Portfolio Risk: While the MACD buy signal is a positive indicator, you should assess
your portfolio?s risk tolerance and ensure it aligns with your long-term goals.

e Rebalance Allocations:&#2013266080;Now may be a good time to rebalance by reducing
positions in riskier assets or diversifying across asset classes.

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.

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.

Research Report

Paul Tudor Jones: | Won't Own Fixed Income

ﬁ] By Lance Roberts | Nov 15, 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;t0 receive daily notifications before the market opens.

Click Here And Then Click The SUBSCRIBE Button

[embed]https://www.youtube.com/watch?v=VuOdEkfM6UA[/embed]
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Industrials | 29.25% 858% 112 2616 4853 1699 (461%) 237% 13%  379% 693 2218
Discretionary | 31.068% 1073% 141 3150 7317 2657 (57.0%) 226% 06% 315% 578 2595
Staples 17.26% 554% 061 2264 2331 1847 (29%) 278% 24% 444% 414 2144
Health Care | 11.07% 1063% 069 2174 2477 1482 (122%) 236% 17%  460% 859 18.32
Financials 4543% 1362% 113 1924 2151 1280 (106%) 115% 14%  516% 837 16.50
Technology | 39.41% 3180% 132 3864 3892 2023 (07%) 689% 06% 25%% 567 3043
Telecom 3456% 903% 097 271 2838 1542 (200%) 283% 08% 401% 726 18.86
Utilities 2057% 23%% 069 1990 2142 1558 (74%) 1M4%  29%  491% 370 1852
Real Estate | 17.99% 218% 109 1957 2621 1547 (254%) 65%  33% 519% 485 19.15
Momentum Analysis

#Days % From % From

% Dev % Dev % Dev 50-

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

50-Day Cross 200-Day 200 DMA High  Low

Large Cap 58575 640% o760 48 176% 54089 272 829%  6.42% (240%) 3.31%  Buy
Mid Cap 56613 896% 57229 46 242% 54804 261 695% 442% (386%) 2886%  Buy
Small Cap 4689 920% 4536 9  331% 4312 251 874% 520% (487%) 2745%  Buy

Relative Performance Analysis

Last week, we noted that the ?re-risking? rally led to a massive market surge, and with the
market?s short-term overbought, a bit of a hiatus is likely over the next week or two as we head
into Thanksgiving. That is precisely what occurred this past week, and with most markets and
sectors not oversold yet, we could have some more sloppy trading next week. Continue to take
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profits and rebalancing positions as needed, but maintain exposure heading into year-end.
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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;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;74.07&#2013266080;0ut of a possible 100.
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Relative Sector Analysis
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Sectors Analysls - Absolute and Relative Score (vs SPY)
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Most Oversold Sector Analysis
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Health Care Analysis - Absolute and Relative Score (vs SBY)

Symbal Name Haldirg Absolute Seere 1| Rolative Score (v SBY) || et
ABEV  AGEV I A m v/ ‘
ABT  Abbott Laboratork 3 56% m /]
1SRG Intuitiv Surgical In m W g
W Johason & Johosy 7% En g
WY i Lillyand 12M4% 4800 1] 5
MRK Mtk & Col m ::D g LINH'.U.’N
’
Do R B
UM UnitecHoalth Group I ET m m 5 .
I I ART: 20.55
ABEV: -0.68
How It works AN -0.79
N T
) 3 i b
Oversald Fair Valug Cwatbought ?
Couldd ba 3 goed time ik b% & good time
i hokdng fo pocce heklings i Absolute Score
Toil Length = T Weiks
Hate i bt 1 ks 40 i i
Top 10 Holdings Relative Analysis with Each Other
ABEY/ ABT/ AMGN/ 1SRG/ MRK/ PFE/ THO/ INY LY/ UNH/ LIV
C0 CO CO CO CO CO EB GO CO £B E| - o
o) I o CE ©E (oo ca EB - o
m m m m m m m 1SRG Irtuitive Siirgical Ine
£ ca [e00 CD C0 CH CO E@ - o
400 BRI 0 [ <0 [ o0 [ o 0 Qg a0 R 0 [uppGeipuaed
m m m (11] IEI -04‘6:,3] 007 () m m m m m THO Therrmica Fisshiar Schartiie Inc
m m 1T 10 m m 054 0 ® m m m m JHJ Jabivion & Jolised
C0 CO C8 [0 CO G CB CB CB E@ - oo
EB 3 £ E8B EE E8 UM Ut Group
C0 OO GO CB CO OO C0 BB £ GO G -

R

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.

Last week, the risk range analysis suggested that while the market remains bullish and exposure
should be maintained, taking profits and rebalancing risks was advised. The correction this past
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week finally reversed the extreme overbought conditions in Gold and Gold Miners, providing a
better entry point for investors. Healthcare is also very oversold, so a reflexive rally in those shares
is likely heading into year-end. Despite the correction this past week, many sectors and the dollar
are still trading at elevated levels. Such suggests we could see some additional sloppy trading this
next week heading into the Thanksgiving holiday-shortened trading week after that.
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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
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Momentum 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 12th

Trade Alert ? Equity Model

This morning, we bought ABBV back up to its model weight. The stock was hit by over
12% yesterday, which, in our opinion, was a lot given the news on the Phase 2 trial
termination of a Schizophrenia drug. Conversely, Walmart has become very expensive
and is heading into earnings next week. The stock is up 60% YTD and extremely
technically overbought. We are reducing it by about half a percent. Following the
reduction, we are still decently overweight the position versus the S&P 500.

Equity Model

¢ Reduce Walmart (WMT) to 1.75% of the portfolio.
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¢ Increase Abbvie (ABBV) back to the target weight of 5%.

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

Have a great week!



