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"Window Dressing" Keeps The Bulls Alive

In this 04-01-22 issue of "Window Dressing Keeps The Bulls Alive."

e Window Dressing Keeps The Bulls Alive
e Short-Squeeze Excites The Bulls

e Portfolio Positioning

e Sector & Market Analysis

Follow Us On: Twitter, Facebook, Linked-In, Sound Cloud, Seeking Alpha

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.

Schedule your "FREE" portfolio review today.

Need a plan to protect your hard earned . your

savings from the next bear market? consultation today

The Week In Review With Adam Taggart
https://youtu.be/sVMMgFcjgic

Market Review & Update

We noted last week that while the market was short-term overbought, the market could rally
further. To wit:

"As we head into the end of the month, a further push to the upside is not out of
the question as mutual funds, pensions, and investment firms rebalance
portfolios (window dressing) for the end of the quarter. The recent surge in interest
rates has decreased the bond side of allocation funds. Also, the decline in the markets
since the beginning of the year has fund managers at reduced equity levels, overweight
cash, and negatively biased."

That window dressing rally was quite strong and pushed the market into extreme overbought
territory.


http://www.twitter.com/lanceroberts
http://www.facebook.com/realinvestmentadvice
https://www.linkedin.com/in/realinvestmentadvice
https://soundcloud.com/the-lance-roberts-show
https://seekingalpha.com/author/lance-roberts/articles#regular_articles
https://simplevisorins.wpengine.com/
https://simplevisorins.wpengine.com/connect-now/
https://simplevisorins.wpengine.com/inverted-yield-curve-history-should-worry-bulls/
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Technically, the pullback on Thursday and Friday was healthy as it began to reverse the more
extreme overbought conditions. However, there is more work to do before a better entry point is
available.

If the market can hold support at the 200-dma, or even the 50-dma just below, then the market
could make another rally attempt later this month. If not, then the rally was reflexive, short-covering,
and will retest lows.

However, be careful getting too bearish. As we will discuss momentarily, April tends to be a
historically strong month of the year. Notably, negative sentiment has improved and other
indicators are suggesting a short-term bottom may be in. To wit:


https://simplevisorins.wpengine.com/wp-content/uploads/2022/04/Daily-Market-Chart-040122.png

"Over the past few weeks, we've looked at various thrusts underlying some of the
impressive moves in major indexes. Among them is the momentum underlying the S&P
500, with the McClellan Oscillator for the S&P cycling from below -100 to above +100.

This is only the 3rd time the indicator has made such an extreme round trip over the
past 5 years. The other two coincided with significant bottoms." - Sentiment Trader

SPY McClellan Oscillator

— SPY SPY MeClellan Oscillator (Last = 109)
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End Of Quarter "Window Dressing" Keeps Bulls Alive

Since the lows from a few weeks ago, the market surged sharply higher. While that surge was
impressive, it had "bear squeeze" earmarks, as some of the most shorted names surged higher.
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https://simplevisorins.wpengine.com/bear-squeeze-or-return-of-the-bull/
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While the rally was significant, with companies like GameStop up more than 100% in two weeks,
the underlying market drivers are reversing.

e Interest rates have moved higher in advance of the Federal Reserve.

e The Federal Reserve is hiking rates and appears committed to continuing in upcoming
meetings.

¢ Liquidity, from checks to households, unemployment, and child tax credits, is ended, and

savings are declining.

The economy is slowing.

Inflation is remaining stubbornly higher, further tightening monetary policy.

Earnings expectations for the S&P 500 are declining rapidly, and,;

The Federal Reserve will begin to reverse, or taper, the size of its current balance sheet.

The two most critical points to continuing a bull market are the reversal of liquidity and the Fed's
taper.

We remain concerned about the reversal of liquidity as it was a crucial influence on the outsized
market advance in 2020 and 2021. Such was due to the younger investing generation migrating to
apps like Robinhood to substitute stock betting for sports.

Market ‘meltupr2020wn

Secondly, there is a direct correlation between the reversal of the Fed's balance sheet and market
corrections.

Fed balance sheetwss&P 500 market

Currently, the market dynamics as we advance are less than bullish. We suspect the current rally
remains an opportunity to rebalance portfolio risk and manage exposures. Historically, when "bear
squeezes" are over, the sellers reemerge and drive prices lower again.

That's what we saw at the end of the week, and why we remain cautiously biased.
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This Week's MacroView

Yield Curve Inversions & Media’s
Denial Of History

Yield curve inversion conversations are dominating the media to the point it

almost sounds like...

> Read More

Caution Remains

While the short-term technical underpinnings have improved as window dressing ensued, | remain

cautious currently for several reasons:

1.

Hw

The market is GROSSLY overbought in the short-term and must either consolidate at
current levels or correct to lower levels to resolve it.

Negative trends are still in place, which suggests the current rally, while significant,
remains within the context of a reflexive rally.

Volume is declining on the rally, suggesting a lack of conviction.
The current rally looks similar to the rally in 2008, except the fundamentals are substantially

weaker. (i.e., valuations.)
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NOTE: We are not saying the market is about to go into a protracted bear market.
However, the recent 10%ish rally in the market is similar to what we saw during

the 2008 market.


https://simplevisorins.wpengine.com/yield-curve-inversions-medias-denial-of-history/
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Notably, in early March, we discussed that after two-negative months of returns and the worst start
to a year since the "Financial Crisis," it would not be a surprise to see a positive return. As noted in
"The Revenant:"

"There is a high probability of an outsized reflexive rally over the next two months due to
several factors. While we expect a significant rally from current levels, likely following
the Fed?s meeting next week, such should get used to reduce risk and rebalance
exposures accordingly.

e Extreme negative sentiment

Bearish portfolio positioning

Higher levels of cash holdings by fund managers
Dumb money is bearish

Put/Call ratios are offside

The number of stocks trading at 52-week lows.

While the reflexive rally was likely, whether or not it turned into a sustainable "bull market" trend
depends on whether recessionary factors persist.

L@% marketrcorrestion subsequent market performance.

With the yield curve rapidly inverting, the risk of a recession is certainly more elevated than it
was a month ago.

Can April Continue The Run?

Could April continue the bullish run?

With quarterly "window dressing" now behind us, all eyes will focus on the vital short-term drivers of
markets.

Fed policy commentary before the May FOMC meeting.

The start of the Q1-2020 earnings season will show slower earnings growth
Inflation impact on economic data.

Corporate share buybacks will remain a key driver of stock buying.
Economic data will likely start to show signs of weakness.

Notably, the historical tendencies are bullish for April.
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Furthermore, April gains tend to come at the beginning and middle of the month following tax filing
deadlines.

Average Daily Price Movement In April R tment
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Going back to 1957, it should not be a foregone conclusion that April will end in positive territory.
While the statistical odds currently favor such a scenario, it does not mean it will be the case.

Any good news on the Russia/Ukraine front, weaker commaodity prices, or a pivot by the Fed to a
more "dovish" stance could encourage the bulls short-term. However, the risk of a further market
correction is undoubtedly present.

Inflation was surging before the rise in oil prices.

Now those higher prices are impacting consumption.

Liquidity support is reversing.

The massive infusions of fiscal liquidity in 2020 and 2021 are gone.
The Fed's QE program is over, and they are now hiking rates.

The Fed will start reducing its balance sheet in May.

However, monetary policy is already much tighter due to the inflationary build. When the Fed hikes
rates, it will likely slow the economy much faster than most expect.
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Manetarynpolicy conditions

While there are bullish arguments to support higher prices, the current risks seem more elevated
than witnessed previously.

Again, some caution seems logical.

Don’t invest alone.
Tap into the power of PeT—

SimpleVisor™

Portfolio Update

Yes, there are undoubtedly many reasons for investors to be cautious currently. However, there is
a possibility that the bulls could regain control of the market and drive asset prices higher. Such
would continue the bull rally that started in 2009.

It is always important to never discount the unexpected turn of events that can undermine a
strategy. While we continue to err on the side of caution momentarily, it does not mean we will
remain wed to that view.

With quarter-end window dressing now behind us, as noted at SimpleVisor.com, we took
advantage of the rally to trim back the equity exposure that we increased a couple of weeks ago.
The outsized market gain pushed our short-term indicators into more extreme overbought
conditions. We are ending the quarter with a higher-than-normal level of cash which will hedge
portfolios against potential risk in April.

BeamSgueezeyBear8queeze? Or, Return Of The Bull?

For the same reasons we are raising and holding higher levels of cash, we are adding exposure
to our longer duration bond holdings. Unlike stocks, bonds are very oversold after a substantial
increase in rates. Bonds will also hedge our portfolios against a decline in April should one occur.

What If You're Wrong?

As discussed this week, and is worth repeating, is that in every professional field, there is "risk."
Beam8qgueezey,Bear8queeze? Or, Return Of The Bull?

Those who fail to focus on and recognize the inherent risk, more commonly known as "being
reckless," tend not to be around very long in any given profession. What always separates the
"winners" from "losers" are those that can avoid catastrophic damage over time.

The control of "risk” is also the essence of portfolio management.

Understanding risk is essential for investors as it is a function of "loss." The more risk taken
within a portfolio, the greater the destruction of capital will be when reversions occur.

Making absolute predictions, bullish or bearish, is not only useless but inherently
dangerous concerning portfolio management. All we can do is make educated "guesses" about
potential outcomes based on history, statistics, trends, etc.

So, what if I'm wrong?
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What if the market continues to rise and all the above risks fade away?
We invest our stored cash back into the equity markets.

It's not complicated.

It's just a process.

As Nobel laureate Dr. Paul Samuelson once quipped:

?Well, when events change, | change my mind. What do you do??

If this is a quarter-end window dressing "bear squeeze," we will know soon enough.

See you next week.

Market & Sector Analysis

S&P 500 Tear Sheet

%‘ylomh SPY Price % RIA simplevisor [MMSESAE ST
Item T2-Yr T1-Yr. YTD YTDIT4-YR
470 Price Return 84.00% 13.06% (4.64%) (125.54%)
460 Max Drawdown (14.45%) (14.45%) (14.45%)  0.00%
150 Sharpe 1.99 1.12 (0.86) (1.77)
Sortino 244 1.65 (1.52) (1.93)
440 Volatility 18.19 14.96 21.56 0.44
430 Daily VaR-5% (7.59)  (53.94) 6.11
Mnthly VaR-5% 8.23 11.06 0.34
420 S&P 500 Market Cap Analysis
S year Item 12-M Ago Current
Low
Dividend Yield 1.37% 1.31% (4.46%) 2.14% 1.20% (38.80%) Shares | 28454 27674 (2.74%)
P/E Ratio 29.38 22.08 (33.09%) 2902% 1644% (23.9%) Sales | 68514 79818 16.50%
P/S Ratio 4.76 4.74 (0.27%) 515 3.18 (7.93%) SPS 241 288 19.79%
P/B Ratio 6.20 6.76 8.22% 7.10 434 (4.90%) Earnings| 10,627 15660 47.37%
ROE 20.73% 2911% 2881% 2911% 17.68% 0.00% EPS TTM| 41 6.2 51.15%
ROA 376%  521% 2791% 521% 351%  000% Dividend| 16 1.7 10.44%
S&P 500 Asset Allocation
1 Y.ear PIE High- PIE Low PIE % DIV. T'I‘.M Current
Sector Price Syr (Mo.) - 5Yr From YIELD Earnings Forward Forward PE
Return (Mo.) Peak Yield Earnings
Energy 53.17% 387% 9524  (330.04) (80.3%)
Materials 11.75% 261% 1.14 17.20 2712 1416  (36.6%) 184% 1.8% 5.85% 584 15.43
Industrials 361% 7.86% 1.18 27.41 5435 1462  (49.6%) 176% 1.5% 3.60% 6.48 19.24
Discretionary | 8.80% 12.07% 1.31 36.50 59.91 2198  (39.1%) 27.7% 0.6% 2.73% 6.99 27.14
Staples 13.61% 598% 0.65 23.01 23.10 17.65 (0.4%) 31.0% 2.3% 4.38% 4.79 20.81
Health Care 19.44% 1357%  0.78 17.91 19.74 15.27 (9.2%) 34.8% 1.5% 5.62% 8.83 15.81
Financials 11.58% 11.19% 1.19 13.00 18.53 1059  (29.8%) 126% 1.7% 7.62% 6.92 14.27
Technology 17.86% 28.04% 1.08 28.64 32.99 16.66 (13.2%) T776% 0.9% 3.48% 6.60 2489
Telecom 544%  9.40% 0.89 20.96 28.26 1765 (25.8%) 186% 0.6% 4.79% 992 18.27
Utilities 15.28% 2.70% 0.51 2210 22.09 16.89 0.0% 10.6% 2.8% 4.59% 3.51 19.17
Real Estate 20.05% 271% 25.68 17.12 (5.4%)
Momentum Analysis
o #Days . % From % From
Item Price 5’"’03':‘; 200-DMA  Since Zﬁﬂ?;:y ;’ogi;’;:' 2W  52W  BuySel
Cross High Low
Large Cap 45292  341%  440.08 11 2.92%  448.38 7 1.01%  (1.85%) (5.64%) 15.24% Sell
Mid Cap 49376  454%  481.71 13 250% 49572 4 (0.40%) (2.82%) (7.46%) 9.02% Sell
Small Cap 94 .55 3.89% 92.57 13 2.14% 9599 4 (1.50%) (3.56%) (10.21%) 8.21% Sell

Relative Performance Analysis
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Technical Composite

The technical overbought/sold gauge comprises several price indicators (RSI, Williams %R, etc.),
measured using "weekly" closing price data. Readings above "80" are considered overbought, and
below "20" are oversold. The current reading is 54.92 out of a possible 100.
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Portfolio Positioning "Fear / Greed" Gauge

Our "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, to more likely the market is closer to a correction than not. The gauge uses weekly
closing data.

NOTE: The Fear/Greed Index measures risk from 0-100. It is a rarity that it reaches levels
above 90. The current reading is 59.2 out of a possible 100.
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Sector Model Analysis & Risk Ranges

How To Read This Table
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e The table compares the relative performance of each sector and market to the S&P 500
index.

¢ "MA XVER" is determined by whether the short-term weekly moving average crosses
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.

e The complete history of all sentiment indicators is under the Dashboard/Sentiment tab at

SimpleVisor.
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Ticker ETF NAME PRICE BETA HIGH Low Short WA Long WA SIGNAL

v ISHARS. SP500 453,63 Lt 465.00 42,05 % % BEARISH
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XL SPOR.INDU SELS 102.18 101.60 102.74 102.58 116 106.75 W 1~ 1% BEARISH
xp SPOR CONS STPL 16.65 7539 7143 589 064 838 71.50 2 -~ BULLISH
XLRE SPDR-RE SELS 4928 46.90 an @1 [ Xeg 49.90 46.74 A% BEARISH
XL SPORUTIL SELS 75.50 6938 6828 1445 045 7666 12.26 BULLISH
X SPOR-HLTH CR 5807 12243 132,88 13699 0.9 14149 13249 a 7 BEARISH
XLy SPDR.CONS DISCR 18523 18338 189,29 185.00 114 19114 178.26 " £ BEARISH
XTN SPDR-SP TRANSPT 8623 ar43 B0 89.06 1.2 92.43 8569 O A% BEARISH
s0Y SPOR.SP DIV ETF 129.48 126,46 4.7 1m0 089 132.45 1.7 Fed % BULLISH
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MDY SPOR-SP MC 400 49376 486,84 197.03 490.45 114 508,31 a2 1 BEARISH
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uup INVS-DB US$ BU .34 2594 .5 %30 (011) .93 .67 3 ™ BULLISH
BOND PIMCO-TOT RETRN 10159 10524 100.43 10178 0.09 10441 915 % BEARISH
nr ISHARS-20-YTB 13238 13792 ALTE) 132.08 {0.20) 123512 129.04 B% BEARISH
BNDX VANGD-TTL INT 8 5232 5368 55.80 2.4 0.03 s s % BEARISH
HYG ISHARS. IBX HYCB "5 Lt BT nn 035 LR BEARISH

T e ~ RISK RANGE REPORT % SimpleVisor™

Table Has Been Reset For Beginning Of The Month

Weekly Stock Screens

Each week we will provide three different stock screens generated from SimpleVisor: (RIAPro.net
subscribers use your current credentials to log in.)

This week we are scanning for the Top 20:

¢ Relative Strength Stocks
¢ Momentum Stocks
e Technically Strong With Strong Fundamentals

These screens generate portfolio ideas and serve as the starting point for further research.

(Click Images To Enlarge)

RSI Screen


https://simplevisor.com
https://simplevisorins.wpengine.com/the-countdown-to-the-next-bear-market/

Scan Result: 20 item(s) found
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SimpleVisor Portfolio Changes

We post all of our portfolio changes as they occur at SimpleVisor:

March 28th

We are taking profits in our recent growth stocks that we increased exposure to a
couple of weeks ago. We had previously expected a reflexive rally, however, that rally
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was much stronger, and faster, than we expected. With equity markets now back to
very overbought we are taking profits. However, with the bond market extremely
oversold we also added to our bond exposure last week.

Equity Model
We are reducing the following positions

e Apple (AAPL) from 3% to 2.5% of portfolio.

AMD (AMD) from 2.75% to 2% of the portfolio.
Nvidia (NVDA) from 2.5% to 2% of the portfolio.
Microsoft (MSFT) from 3% to 2.5% of the portfolio.
Albemarle (ALB) from 4% to 3.5% of the portfolio.

ETF Model

¢ Reduce SPDR Technology ETF (XLK) by 2% of the portfolio.

April 1st

"This morning we are selling 100% of JP Morgan (JPM) as higher rates, Fed tightening,
and weaker consumption data suggest major retail banks may have some challenges
ahead. We are holding on to Goldman Sachs for now and monitoring that position
carefully. We are looking to add financial exposure in a non-bank area opportunistically.
Also, we are underweight equities, and with the market overbought short-term, we will
wait for a pullback to increase exposures."

Equity Model
e Sell 100% of JP Morgan Chase (JPM)
ETF Model

e Reduce XLF by 1% of the portfolio

Find it in the Retirement section
of our website. Find It Here

Lance Roberts, CIO

Have a great week!
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