7 RIA

RIA PRO: 2020 - The Year Decennial &
Presidential Cycles Collide

2020 - The Gollision Of
Decennial & Presidential Gycles

L
G,
L

e Here Comes The Santa Claus Rally

e When Presidential & Decennial Cycles Collide
e New: Financial Planning Corner

e Sector & Market Analysis

e 401k Plan Manager

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

Real Investment Show Monday to Fricay,

from 6 to 7am. Get it now



https://simplevisorins.wpengine.com/wp-content/uploads/2019/12/2020-Presidential-Decennial-Cycles.png
http://www.twitter.com/lanceroberts
http://www.facebook.com/realinvestmentadvice
https://soundcloud.com/the-lance-roberts-show
https://seekingalpha.com/author/lance-roberts/articles#regular_articles

Here Comes Santa Claus (Rally)

On Friday, the market rallied sharply on the back of a much better than expected employment
report and comments from Larry Kudlow that a "trade deal” is near. Given we are now at the last
stages of the year where mutual, pension, and hedge funds need to "window dress" for year-end
reporting, we removed our small equity hedge from the portfolio for the time being. A quick word
about that employment report. While the headline number was good, it remained primarily a story
of auto workers returning to work and continued increases in lower wage-paying jobs and multiple
jobholders. Such has been the story of the bulk of this recovery. However, more importantly, the
bump did not change the overall dynamics of the job market cycle, which is clearly
deteriorating as shown in the chart below.
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The key to trend change is CEO confidence which is extremely negative and coincident with
employment cycle turns. Note that the end of employment cycles, when compared to CEO
confidence, looks very similar at the end of each decade.
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Nonetheless, in the short-term, the market dynamics are positive suggesting the market can indeed
rally into the end of the year. As noted above, we have removed our equity hedge for now to
allow our long-positions to fully benefit from the expected "Santa Claus" rally.
&#2013266080; (Or if you prefer the more PC version then it would be the expected "Jovial Full-
Figured Holiday Person" rally.) With the market back to short-term overbought, and the short-term
"sell signal” still in place, it is possible we could see a bit of a correction next week. However, as

we head into the last week of the year, a retest of highs is quite likely.&#2013266080;
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In the longer-term, as we will discuss more in a moment, the risk remains to the downside. It is
highly unlikely there will be a "trade deal" anytime soon, and with the upcoming election, there will
likely be increased volatility going into 2020. From a purely technical perspective, on a monthly
basis, the market is exceedingly overbought and at the top of the long-term trend channel.
When these two conditions have been filled previously, we have seen fairly sharp corrections within

the confines of the bullish trend.
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With QE-4 in play, the bias remains to the upside keeping our target of 3300 on the S&P 500 in
place. This is particularly the case as we head further into the seasonally strong period combined
with an election year cycle. Currently, we are exploring the energy space in particular where there
is value being generated after the long drought of interest in energy-related stocks. We have just
released a research report for our&#2013266080;RIAPro Subscribers (30-Day Free Trial)
&#2013266080;0n where we are looking for opportunity. Here is a snippet:

"A decline in the dividend yield to the norm, assuming the dividend payout is
unchanged, would result in a price increase of 13.17% for AMLP. Alternatively, if oll
declined about 20% in value, the current AMLP dividend yield would then be fairly
priced. We consider this a significant margin of safety should the price of oil fall, as it
likely would if the U.S. enters a recession in the near future."
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When Presidential & Decennial Cycle Collide

There have been quite a few articles out lately suggesting that in 2020 the 10-year bull market is
set to continue because it is a presidential election year. This sounds great in theory, but Wall
Street and the financial media always suggest that next year is going to be another bullish year.
However, there are a lot of things that will need to go "right" next year from:

1. Avoidance of a recession

2. A rebound in global economic growth

3. The consumer will need to expand their current debt-driven consumption

4. A marked improvement in both corporate earnings and corporate profitability
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5. A reduction or removal in current tariffs, and;
6. The Fed continues to remain ultra-accommodative to the markets.

These are all certainly possible, but given we are currently into both the longest, and weakest,
economic expansion in history, and the longest bull market in history, the risks of something going
wrong have certainly risen.
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(While most financial media types present bull and bear markets in percentages, which
is deceiving because a 100% gain and a 50% loss are the same thing, it worth noting
what happens to investors by viewing cumulative point gains and losses. In every case
the majority of the previous point gain is lost.)

However, what about the election coming up in less than a year?
Presidential Cycle

With&#2013266080;?hope? running high that things can continue going into 2020, the question
becomes whether or not the Presidential election cycle can hold its performance
precedent.&#2013266080; Since 1871, markets have gained in 35 of those years, with losses in
only 11. Since 1948, there have only been two losses during presidential election years which were
2000 and 2008. In fact, stocks have, on average, put in their second-best performance in the fourth
year of a president?s term. (The third year has been best as we are seeing
currently.)&#2013266080;
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With a "win ratio" of 76%, the media has been quick to assume the bull market will continue
unabated. However, there is a 24% chance a bear market will occur which is not entirely
insignificant. Furthermore, given the duration, magnitude, and valuation issues associated with the
market currently, a "Vegas handicapper” might increase those odds just a bit. One thing to
remember about all of this is that while the odds are weighted in favor of a positive 2020 from an
election cycle standpoint ? there have been NO cycles in history when the majority of the
industrialized world was on the brink of a debt crisis all at the same time. While the election
of the next President will impact the market's view towards policy stability; it is the world stage that
will drive investor sentiment over the coming months and years. The biggest of those drivers is
employment which has been weakening as of late. Importantly, there is an important correlation
between consumer/investor sentiment, CEO confidence, and employment as noted above.
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"Take a closer look at the chart above. Notice that CEO confidence leads consumer
confidence by a wide margin. This lures bullish investors, and the media, into believing
that CEO?s really don?t know what they are doing. Unfortunately, consumer confidence
tends to crash as it catches up with what CEO?s were already telling them. What were
CEO?s telling consumers that crushed their confidence? 'I’m sorry, we think you are
really great, but | have to let you go.'?&#2013266080;
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"It is hard for consumers to remain 'confident,'&#2013266080;and continue spending,
when they have lost their source of income.&#2013266080;This is why consumer
confidence doesn?t 'go gently into night,'&#2013266080;but rather 'screaming
into the abyss.'?

But there is another cycle that we need to consider which is colliding with the Presdential election
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Using the same data set going back to 1833 we find a little different outlook. While the 10th year of
the decade (2020) is on average slightly positive, it's win/loss ratio is only 56%, or not much better
than a coin toss.
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Furthermore, while presidential election years have a near 10% average annual return profile, the
10th-year of the decennial cycle is markedly weaker at just 1.91% on average.

Average Market Change By Year Of Decade (1833-2018)
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The best year of the decade is the 5th which has been positive 79% of the time with an average
return of 22%. The worst year is the 7th with only a 53% win rate but a negative average annual
return. As noted, 2020 comes in as the second place for the worst of the annual returns. With a
win/loss record of 11-7 an investor betting heavily on a positive outcome for 2020 may be left short
changed given the current political, economic, fundamental, and financial environment. | have also
overlaid the 1st-year of the new presidential cycle with the "orange boxes" above. You will notice
that again, return parameters and win/loss percentages are low. This should suggest some caution
for investors over the next 24-months given the length of the current bull market advance.
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A Lot Of If?s

All of this analysis is fine but whether the market is positive or negative in 2020 comes down to a
laundry list of assumptions:

If we can avoid a recession in the U.S.&#2013266080;

If we can avoid a recession in Europe.&#2013266080;

If corporate earnings can strengthen.

If the consumer can remain strong.

Etc.

Those are some pretty broad ?if?s? and given the weakness is imports, which suggests a
weakening domestic consumer, and struggling manufacturing, the risk of something going wrong is
elevated. As far as corporate earnings go ? they peaked this year as the tax cut stimulus ran its
course, and forward expectations are being sharply ratcheted lower. As we discussed on

Tuesday:

"Since April, forward expectations have fallen by more than $11/share as economic
realities continue to impale overly optimistic projections.”
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This earnings boom cycle was skewed heavily by accounting rule changes, loan loss provisioning,
tax breaks, massive layoffs, extreme cost cutting, suppression of wages and benefits, longer work
hours, and massive share buybacks along with extraordinary government stimulus. But when it
comes to actual reported "profits,” which is what companies actually earned, reported, and paid
taxes on, it is a vastly different story.

"Many are dismissing currently high valuations under the guise of ?low interest rates,?
however, the one thing you should not dismiss, and cannot make an excuse for, is the
massive deviation between the market and corporate profits after tax. The only other
time in history the difference was this great was in 1999.7?

S&P 500 vs. Corporate Profits After Tax ’ REAL INVESTMENT ADVICE
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The chart below shows the real, inflation-adjusted, profits after-tax versus the cumulative change to
the S&P 500.&#2013266080;Here is the important point ? when markets grow faster than
profitability, which it can do for a while; eventually a reversion occurs.&#2013266080;This is
simply the case that all excesses must eventually be cleared before the next growth cycle can
occur.&#2013266080;Currently, we are once again trading a fairly substantial premium to
corporate profit growth.
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So, if, somehow, maybe, possibly, all these things can be sustained we should be just fine. The
problem is, however, all of the pillars that supported the earnings boom are now going away
beginning next year, each of them to some degree, which throws into question the sustainability
going into 2020-2021. While doing statistical analysis on the Presidential and Decennial cycles
certainly make for interesting articles, it is crucially important to remember what drives the financial
markets the short-term which is psychology and sentiment. In the next 12-18 months, there will
be more than enough event risks to skew the potential outcomes of the markets. This
doesn?t mean that you should go and hide all in cash or gold. It does suggest you need to actively
pay attention to your money. This idea plays into our allocation theme of higher quality
income, hedged investments and precious metals as an alternative to direct market risk.
With expectations of lower economic growth in the coming quarters, reduced earnings, and
pressure on the consumer, the markets are likely to remain highly volatile with little overall
progress. While we are in the midst of prognostications, it has also been predicted the world
will end in 2020, so anything other than that will be a "win." If you need help or have
guestions, we are always glad to help. Just email me. See you next week.

"NEW" - Financial Planning Corner

by Danny Ratliff, CFP&#2013266094;, ChFC&#2013266094; 10-Don't Miss Year-End Financial
Planning Tips Let?s give thanks that Thanksgiving week and the numerous ?big? shopping days
have officially come to a close. &#2013266080;Christmas is fast approaching and now would be an
easy time to push these year-end tips to 2020. Don?t. Spend 15 minutes and make sure you?re
doing all you can to take advantage of 2019 and setting yourself up for a successful 2020.

1. Evaluate this year?s financial plan progress: If you created a plan for 2019 how are you
doing? What have you accomplished for the year and what do you still have time to
complete? Many people just look at the investment returns and while that?s important don?t
forget to look at your behaviors. How much have you spent and saved?

2. Take another look at your 401(k): Does your employer match your 401(k) contributions?
Now would be a good time to make sure you aren?t leaving any money on the table in the
form of matching contributions. For 2019 you can contribute up to 19,000 to your 401(k) and
an additional catch up of 6,000 if you turned 50 this year. Once the calendar turns to 2020
you won?t be able to go back and make up those missed contributions.

3. Have access to a Health Savings Account (HSA,) max it out: HSA accounts are like the
fountain of youth for the financial planning world. They?re almost too good to be true. This is
the only account in the world that will give you a triple tax benefit. Money goes in tax free,
grows tax free and if used for medical expenses comes out tax free. Think your medical
expenses in retirement won?t be that bad? Thank again, Fidelity just did a study that shows
the average 65-year-old couple will spend $280,000 in medical
expenses.&#2013266080;&#2013266080; In 2019 individuals can contribute $3,500 and a
family can contribute $7,000. Here?s the kicker, if you really want to maximize these plans
you need to try to pay for current medical expenses out of pocket and let these funds grow.

4. Use the balance of your Flexible Spending Account (FSA): If you have an FSA, now is
the time to spend that unspent balance. Some plans will allow you to carry over a small
amount of the funds to next year, but many won?t. So, use it or lose it.

5. Review your Insurance Coverage: If you have life, health, disability, homeowners or long-
term care insurance make some time to review your policies. Has anything changed with your
policies, have premiums gone up? In regard to your life insurance have you had any life
events that would warrant a change in your coverage?

6. Review or Create Estate Planning Documents: If you and | have had a face to face
meeting this is something I?ve probably asked you. This is so important, but often overlooked
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or pushed to the back burner. Stop denying the inevitable, you?re going to die, make sure
your loved ones are taken care of the way you wish.

7. Review Expenses: Many people have no idea how much they spend each month or where
they are spending their money. This goes back to #1 evaluating your progress in your plan.

8. Have a Conversation with your Tax Advisor: Between now and Christmas is a great time
to have a chat with your tax advisor to ensure you aren?t leaving any deductions on the table
before we get into 2020 and it?s to late. Everyone likes to reduce their tax bill.

9. Roth Conversions: While you?re talking with your CPA and Advisor find out if you have any
room for a Roth conversion. We talk about these often and run many analyses, they?re not
for everyone, but these can be a great tool to give you more flexibility in retirement.

10. Sell Losers to offset Gains: Tax loss harvesting is an easy way to lower your taxes on a
year to year basis. Do you have any gains for the year and hold positions with losses?
Realize your losses to offset those gains. The losses will offset your gains dollar for dollar.
You can also use an additional $3,000 to offset other income and if you have more than
$3,000 in excess losses you can carry that over indefinitely until those losses are exhausted.

Achieving your financial goals is a never-ending process and staying on top of financial planning is
imperative to your success. December is an ideal time to assess your current situation and ensure
you?re taking advantage of all you can for 2019. Need a financial partner to help keep you on track
or looking for ways to fine tune your financial plan? Contact us to see how we can help create a
financial plan that uses realistic data that will provide your family peace of mind and security. Don't
hesitate to send me an email if you have any questions or if you, or someone you know, needs
help. We encourage your feedback and look forward to hearing from you.

Market & Sector Analysis

Data Analysis Of The Market & Sectors For Traders

S&P 500 Tear Sheet
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S&P 500 Fundamental Analysis S5&P 500 Market Cap Analysis
2years lyear 1Yr% G5SYear Syear %From % From 12-M
Item Current . . Item Current % Chg
ago ago Change High Low High Low Ago
Dividend Yield| 1.83%  1.91% 1.78% (7.31%) 2.19% 1.68% (18.74%) 5.84% | Shares |2407.5 2,303.5 (4.32%)
P/E Ratio 21.28 17.656 19.62 10.05% 20.88 15.86 (6.1%) 23.68% | Sales | 61,803 64,593 4.51%
P/S Ratio 3.37 3.21 3.39 5.29% 3.58 264  [5.23%) 28.35%% SPS 25.7 28.0 9.24%
P/B Ratio 3.69 3.86 440 12.16% 4.23 3.00 3.83%  46.30% |Earnings| 9,257 9,444 2.03%
ROE 15.92% 18.25% 1B.67% 2.29% 18.81% 14.99% (0.70%) 24.60% |EPSTTM| 4.7 49 4.30%
ROA 296% 3.43% 3.54% 3.08% 3.54% 2.81% (0.12%) 25.85% |Dividend| 1.6 1.7 6.05%

2P ool Asset Allocation
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Performance Analysis
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Technical Composite
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ETF Model Relative Performance Analysis


https://simplevisorins.wpengine.com/wp-content/uploads/2019/12/Technical-Gauge-120619.png

Rl A P RELATIVE PERFORMANCE| Current Model Position Price Changes Relative to Index SHORT  LONG  DEV-  %OEV-  BuylSel
r 0 Ticker  ETFNAME Price | 1Week | 4Week |12Weeks | 24Weeks | 52Weeks | WMA WMA  ShortM/A LongMA  Signal
BENCHMARK W ISHARS-SP500 664 048 182 455 113 19.22 30478 207.0 ki P 6.40% BUY

B [SPORMATLSSELS | 6040 | (o08) EUPANESAANE LSRR 46 545 281%  41%  ELY

LE  |SPDREGY SELS 972 | 13 DN GORNN N 532 6097 06T% SELL

-l XLF SPOR-FINL SELS 3036 0.51 0.18 202 441 169 UYL 562% 901% BUY

< ﬂ XL SPOR-INDU SELS .11 (L32) 190 0.01 7906 7722 259% R BUY

U E XLK SPDR-TECH SELS 8176 | (064 (002) | 359 494 16.63 8335 B0.00 PaRlE L BUY

F 8 XLP SPOR-CONS STPL 6267 0.90 122 188 040 (469) 6113 5050  251% QLD BUY

U 0 XLU SPOR-UTIL SELS 63.21 0.07 0.44 (4.12) (3.49) (7.26) 6347 6127 316% BUY

< XLC SPOR-COMM SV SS | 5276 0.20 047 (168) (0.33) 235 5087 4087 372% i BUY

I_ ALV SPORHLTHCR 1004 [ o 363 5.18 0.00 (8.34) 9355 0164 EEL I LIL BUY

KLY |SPORCONSDISCR | 12174 | (o76) (159 PERIL ! M2 1952 05%  188%  BUY

SE SLY  |SPORSPSCHO0 | 728 | o+ (uso)  [18y) (023 DN 6863 6741 34T% BUY

MDY SPOR-SP MC 400 36921 | 052 (0.55) (156 (183) (5.45) W4 302 3% 480% BUY

W Equal Weight Market [RSP  INVS-SPSEQETF | 11331 | (002)  (058)  (125) SNGADVESPEGIES| 10965 10756 333% R BLY

= Dividend oY SPOR-SP DIV ETF 10685 | 037 (L4 (149 (144) (6.14) 10385 10150 289% [ bl BUY

0 Real Estate XLRE |SPDR-RE SELS CIN(E N (173) (54  (579) 0% W 156%  BUY

) EEM  [ISHARSEMGMKT | 4307 | 106 | Fhnl i) B au an 9% 2%6%  BUY

International ~ |EFA  [ISHARSEAFE 6860 | o0s6 (147 (035 PREGRNEER| 6660 6548 313 430%  BUY

XUS  |ISHARSCRINTS [ 6084 | 075  (1&3)  (071) | Rub il | %09 S22 296%  449%  BUY

Intermediate Duration |11 [iswmsaots | 135 | (s o LRl () L] woor 135 200% B

- International  |BNDX  [VANGD-TILINTB | 5793 | (nse) (17 DORDE L RN s sTe 050%  EUY

L High Yield HYG  |ISHARSJBXHYCB | 8693 (0 (48]  (159)  (427) 8693 8666 000%  031% ALY
Cash BSV VANGD-SHTTRMEB 8057

Sector & Market Analysis:

Be sure and catch our updates on Major Markets (Monday) and Major Sectors (Tuesday) with updated

buy/stop/sell levels

Sector-by-Sector
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Improving ? Energy (XLE) The improvement in Energy has stalled for now as as the rotation to
"value" gave way back to momentum for the "QE Chase." Energy needs to break above the
downtrend to become an attractive candidate for portfolios. We are digging around this space
currently, but haven't executed a position just yet. Current Positions:&#2013266080;No holdings
Outperforming ? Technology (XLK), Healthcare (XLV), Industrials (XLI), Financials (XLF)
Financials have been running hard on Fed rate cuts and more QE. The sector is extremely
overbought and extended and due for a correction. Take profits and be patient to add exposure.
Industrials, which perform better when the Fed is active with QE, also broke out to new highs
recently but has been consolidating at a very high level. Given they are still extremely overbought,
we will look to add but will wait for this correction to play out first. Technology and Healthcare have
been the leaders as of late. Healthcare made a sharp recovery from weakening to leading relative
to the overall market, and the sector is now grossly overbought and extended. Take profits and
look for a better entry point later. Like everything else, XLK is extremely overbought so wait for a
correction to add exposure. Current Positions:&#2013266080; 1/2 weight XLI, Full weight XLK,
XLV Weakening ? Utilities (XLU) Utilities have not made a lot of ground, but haven't lost much
either but has corrected a big chunk of their previous overbought condition. Positions can be added
on a break above the 50-dma. Current Position:&#2013266080; Target weight XLU Lagging ?
Real Estate (XLRE), Staples (XLP), Discretionary (XLY), Communications (XLC), Materials
(XLB Staples have been a surprising winner over the last couple of weeks as money is still seeking
a bit of defensive positioning. However, Discretionary other the other hand, has been a real laggard
as of late which | suspect has more to deal with the "real economy," rather than just a sector
lagging the market currently. Watch XLY, a failure at support will likely suggest a larger corrective
process. Communications broke out to new highs, but is still lagging the overall market. Given the
sector is very overbought, be patient for a better entry point. Current Position: Target weight XLC,
XLY, XLP, XLRE, 1/2 weight XLB

Market By Market
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Small-Cap (SLY) and Mid Cap (MDY) ? While Small- and Mid-caps broke out of the previous
ranges the rotation to risk finally regained some strength over the last week. Both sectors are very
overbought so look for any weakness that holds support to add positions to portfolios. Current
Position:&#2013266080;No position Emerging, International (EEM) & Total International
Markets (EFA) Emerging and International Markets, rallied recently on news of "more QE," and
finally broke above important resistance. However, these markets are sensitive to the US Dollar
which is showing some strength. With both markets EXTREMELY overbought currently, be patient
for the right entry point. Current Position:&#2013266080;No Position Dividends (VYM), Market
(IVV), and Equal Weight (RSP)&#2013266080;? These positions are our long-
term&#2013266080;?core?&#2013266080;positions for the portfolio given that over the long-term
markets do rise with economic growth and inflation. Currently, the short-term bullish trend is
positive, and our core positions are providing the&#2013266080;?base?&#2013266080;around
which we overweight/underweight our allocations based on our outlook. Be aware that all of our
core positions are EXTREMELY overbought. A short-term correction or consolidation is likely
before a further advance can be made. Current Position:&#2013266080;RSP, VYM, IVV Gold (
GLD) ? Gold broke support at the $140 level but held support at $136. Stops should be placed on
all positions at $132. Gold is very oversold and a break above the 50-dma will be a tradeable
opportunity. Current Position:&#2013266080;GDX (Gold Miners), IAU (Gold) Bonds (TLT)
?&#2013266080; Bonds rallied back to the 50-dma but failed on Friday as the chase for stocks
resumed. Support continues to hold so look for this correction to provide an oversold reading to buy
bonds into. Stay long current positions for now, and look for an opportunity to add to holdings.
Current Positions:&#2013266080;DBLTX, SHY, IEF
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Sector / Market Recommendations

The table below&#2013266080;shows thoughts on specific actions related to the current
market environment.&#2013266080; (These are not recommendations or solicitations to take any
action. This is for informational purposes only related to market extremes and contrarian

positioning within portfolios. Use at your own risk and peril.)

-
RIA Pro
= g
(|8 2=
HEHE T Notes
XLY Discretionary Rising Positive  Positive Hold Testing Resistance
XLK Technology 0B Positive  Positive Hold Holding Mear Highs
XLI Industrials Rising Positive  Positive Hold Holding Mear Highs
XLB Materials OB Positive  Positive Hold Holding Mear Highs
XLE Energy Declining MNegative MNegative  No Position X Testing 50-DMA Resistance
XLP Staples 0B Positive  Positive Hold Broke Out To New Highs
XLV Health Care 0B Positive  Positive  Take Profits Extremely Extended
XLu Utilities Rising Positive  Positive Hold Testing 50-0OMA Resistance
XLF Financials OB Positive  Positive  No Position X Extremely Extended
XLC Communications 0B Positive  Positive Hold Mew Highs
XLRE Real Estate 05 Positive  Positive Hold Testing 50-0MA Resistance
sLY Small Caps 0B Positive  Neutra Mo Position X Testing Breakout Levels
MDY  Mid Caps 0B Positive  Neutra No Position X Testing Breakout Levels
EEM Emerging Mkt OB Positive  Neutra No Position X 50-DMA Above 200-DMA
EFA International OB Positive Neutra Mo Position X Testing S0-DMA Support
XUs Total International 0B Positive  Neutra No Position X Testing 50-DMA Support
GLD Gold 05 Positive  Neutra Hold Testing 50-DMA Resistance
RSP SP500 Equal Wet OB Positive  Positive Hold New Highs/Extreme Overbought
sDY SP500 Dividend OB Positive  Positive Hold Wew Highs,/Extreme Overbought
Y SP500 Market Wgt 0B Positive  Positive Hold Mew Highs/Extreme Overbought
TLT 20+ Yr. Bond Rising Positive  Positive Add Testing 50-DMA Resistance
HYG Corporate High Yield Declining  Positive  Positive  No Position X Above 50-DMA
BNDX Int'l Bond Agaregrate 05 Positive  Positive  No Position X Failed Test Of 50-DMA
|LEGEND: X =THIS WEEK ==>PREVIOUS DECLINING == PREVIOUS IMPROVING | X |N|:I- Position

Portfolio/Client Update:

As we discussed previously, we hedged our portfolios against a short-term market correction due
to the extreme overbought condition which existed at the time. This past week, the market mildly
corrected on Monday and Tuesday, but then a strong employment report and a litany of "trade
deal" headlines quickly reversed the entire correction before it was complete. Regardless, given the
minor correction that occurred, it cleared the market for a year-end rally. Therefore, we have
temporarily removed the hedge until after the year-end performance chase is complete. We will
likely need to re-add the short position back to portfolios in January as the markets remain grossly
overbought and, after the rise in the markets this past year, we will likely see a bout of selling to
take in gains and defer the taxes until 2021.&#2013266080; We will wait, watch, and act
accordingly. As noted in the main body of this missive, the market remains extremely overbought
which limits our ability to add "broad market" exposures. However, we are looking to selectively
add exposure to ETF Models in small and mid-capitalization markets, basic materials, industrials,


https://simplevisorins.wpengine.com/wp-content/uploads/2019/12/Sector-Recommendations-120618.png

financials and energy. As noted previously, we have been "picking through the ruble" of the energy
sector looking for a couple of tradeable ideas in the sector as well. We have identified an
interesting yield play that we are looking for the right entry point for. You can read the research
note here. However, whatever actions we wind up taking in the short-term remains
a&#2013266080;"rent the rally" for now.

¢ New clients: We are holding off onboarding new client assets until we see some corrective
action or consolidation in the market.

e Equity Model: We sold SDS. Looking add to some core equity positions
opportunistically.&#2013266080;

e ETF Model: Same as Equity Model.

Note for new clients: It is important to understand that when we add to our equity
allocations, ALL purchases are initially&#2013266080;?trades?&#2013266080;that can, and
will, be closed out quickly if they fail to work as anticipated.&#2013266080; This is why
we&#2013266080;?step?&#2013266080;into positions initially. Once a&#2013266080;?trade?
&#2013266080;begins to work as anticipated, it is then brought to the appropriate portfolio weight
and becomes a long-term investment.&#2013266080;We will unwind these actions either by
reducing, selling, or hedging if the market environment changes for the worse.

THE REAL 401k PLAN MANAGER

A Conservative Strategy For Long-Term Investors

The 401k plan allocation plan below follows the K.1.S.S. principle. By keeping the allocation
extremely simplified it allows for better control of the allocation and a closer tracking to the
benchmark objective over time. (If you want to make it more complicated you can, however,
statistics show that simply adding more funds does not increase performance to any great
degree.)


https://simplevisorins.wpengine.com/collecting-tolls-on-the-energy-express/
https://simplevisorins.wpengine.com/collecting-tolls-on-the-energy-express/

Risk Management Analysis
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If you need help after reading the alert; do not hesitate to contact me.
Click Here For The "LIVE" Version Of The 401k Plan Manager See below for an example of a

comparative&#2013266080;model.

Model performance is based on a two-asset model of stocks and bonds relative to the weighting
changes made each week in the newsletter. This is strictly for informational and educational
purposes only and should not be relied upon for any reason. Past performance is not a guarantee
of future results. Use at your own risk and peril.&#2013266080;
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401k Plan Manager Live Model

As an RIA PRO subscriber (You get your first 30-days free) you have access to our live 401k

p &#2013266080;The code will give you access to the entire site during the 401k-BETA
testing process, so not only will you get to help us work out the bugs on the 401k plan manager,
you can submit your comments about the rest of the site as well. We are building models
specific to company plans. So, if you would like to see your company plan included
specifically, send me the following:

e Name of the company
e Plan Sponsor

¢ A print out of your plan choices. (Fund Symbol and Fund Name)

If you would like to offer our service to your employees at a deeply discounted corporate

rate, please contact me.

QRIAPr0

Dashboard Macro ™ Ideas ¥ Research ¥ Porffolio ™ 401K-Beta

Invastment Analysis, Resaarch & Data
From The RIA Investrent Team
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Current account balance 10,000
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Retirement Income (RiaPro Annual ROR 9.02%)

Current account balance 10,000
Estimated Retirzment Balance £08,78
Estimated Retirement Balance (Inflation Adj) 397,50
Menthly Income 2667
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