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Market Rally Continues

Last week, we discussed that as the market hit new highs, further upside was likely limited. To wit:

"While the upside remains somewhat limited, given the already substantial advance this
year, the rally will alleviate downside concerns momentarily. However, with that said,
the extremely low level of volatility this year is reminiscent of 2017. The reason is that
"stability” is fragile. In other words, stability ultimately leads to instability."

For more information on the "instability of instability,” read "The Next Minsky Moment."



http://www.twitter.com/lanceroberts
http://www.facebook.com/realinvestmentadvice
http://Public Profilehttps//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/earnings-kick-off-with-markets-priced-for-perfection-07-16-21/
https://simplevisorins.wpengine.com/technically-speaking-the-markets-next-minsky-moment/

Not surprisingly, the market didn't make much headway this past week, given the current extended
and overbought conditions. For now, "buy signals” remain intact, which likely limits the downside
over the next week. However, a retest of the 50-dma is certainly not out of the question.
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With that said, we are entering into the two weakest trading months of the year. Stocktrader's
Almanac had a good note on why the rally could experience a "pause" over the next two months.

"For the past 33 years from 1988-2020 August and September are the worst two
months of the year for DJIA, S&P 500, and NASDAQ. August is the worst for DJIA
and S&P 500 and September is worst for NASDAQ.

Despite the persistence and resilience of this bull rally market internals and
technicals are showing some signs of fatigue."

¢ Advancing issues have barely outpaced decliners in recent weeks.
¢ New highs have been shrinking while new lows remain high.

e Technical indicators are struggling to break through resistance.

¢ Relative Strength, Stochastics and MACD are breaking down again.

"The timing of a pause coincides with the weak seasonal patterns mentioned above
during the worst months of the year August and September (not to mention
Octoberphobia) as well as the 4-Year Presidential Election Cycle."
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6-Month Advances Are Rare

Given the bullish bias currently remains unfettered, and the Fed is still applying $120 billion a
month in liquidity, there is no reason to be overly "bearish" at this juncture. Thus, while we are
carrying slightly reduced exposure currently and have increased our "risk hedges" as of
late, we remain nearly fully invested.

With our "money flow buy signals" triggered, such suggests there is support for stocks currently.
Such means two things over the next week or so: 1) there is not a great deal of downside, and 2)
there is not much upside either. Thus, a sideways consolidation and a pickup in volatility are likely.
One concern is the "negative divergence" of money flows (bottom panel) against an
advancing market. Such corresponds with the technical weakness we will discuss momentarily.
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Therefore, given this backdrop, we increased portfolio hedges.

An additional "red flag" is the S&P 500 has had positive returns for 6-straight months. As shown in
the 10-year monthly chart below, such streaks are a rarity, and when they do occur, they are

usually met by a month, or more, of negative returns.
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(It is also worth noting that when the 12-Month RSl is this overbought, larger corrective
processes have occurred.)

While prices have advanced sharply, the bullish mantra remains that "earnings" support the
increase. While that "rationalization” may seem to have merit, investors are paying more
today for the same expected earnings from January of 2020.

Tired of trying to self-manage your 401k plan?
Let do it for you. Get started now

-
N

The Mirage Of Strong Earnings

The second-quarter earnings season started with a bang, with several companies reporting
earnings "knocking the cover off the ball.”

"Overall, 24% of the companies in the S&P 500 have reported earnings to date for
the second quarter. Of these companies, 88% have reported actual EPS above the
mean EPS estimate. Another 1% have reported actual EPS equal to the mean EPS
estimate, and 11% have reported actual EPS below the mean EPS estimate. The
percentage of companies reporting EPS above the mean EPS estimate is above
the 1-year (83%) average and above the 5-year (75%) average." - FactSet
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It is not surprising that stocks are rallying to new highs again this week with those kinds of
numbers.
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However, the longer-term problem for investors is that while the earnings were strong, they
are only getting back to levels where they were supposed to be at the beginning of 2020. As
shown, in January of 2020, the earnings estimate for the end of 2021 was $171/share. Currently,
before estimates get downwardly revised, it is presently estimated that earnings will be just
$174/share at the end of 2021.


https://simplevisorins.wpengine.com/connect-now
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As noted, the problem for investors comes down to valuations. For example, in January of 2020,
investors were paying 19x for 2-year forward earnings. Today, they are paying 25x earnings for
essentially the same dollar amount of earnings.

Index Price| 3,257.85 4,427.03
12721 Earnings Est.| 171.23 174.46
2021 Fwd PE Ratio 19.03 25.38

2021 Fwd PE Ratio

Jan-20 Jan-21

While it gets lost in the daily media, the reality is the price of the market is outpacing actual
earnings growth. More importantly, when looking back historically, we see that earnings growth isn't
as strong as headlines suggest.

We certainly understand that valuations have very little importance in the short term. For now, all
that matters is price momentum. However, as investors, it is essential to remember that valuations
have great importance longer-term.


https://simplevisorins.wpengine.com/wp-content/uploads/2021/07/2021-Earnings-Estimates-072921.png

Sales Are Worse

Of course, such doesn't even come close to premiums paid for each dollar of "actual sales"
generated by the underlying companies. As we noted in "Priced For Perfection,” sales will
decline this quarter, driving the price-to-sales ratio to historical levels. To wit:

https://twitter.com/LanceRoberts/status/1414936653441945606?s=20

"Investors should not dismiss the above quickly. Revenue is what happens at the top
line. Secondly, revenue CAN NOT grow faster than the economy. Such is because
revenue comes from consumers, and consumption makes up 70% of the GDP
calculation. Earnings, however, are what happens at the bottom line and are subject to
accounting gimmicks, wage suppression, buybacks, and other manipulations.”

Currently, the price-to-sales (revenue) ratio is at the highest level ever. As shown, the historical
correlation suggests outcomes for investors will not be kind.

Price To Annual Sales % e Price/Sales Vs 10-Year Forward Returns % [ —_—
Ho— e
o

e ra00%

Everything
Bubble -
100 s

Dot.C

o™ Financisl
= Bubble X

%08tk
10-Year Farward Ret
§
.
@
&
. s
.
z‘

______

14 1S 197 1976 W0 1060 MR 190 1996 J00 004 J00R iz Gl a0

Price/Sales =—=SE&P 500 Index

100 150
Price To Sales Ratio

Currently, there are more than 70 companies in the S&P 500 trading above 10x sales. That is 14%
of the entire index, one of the highest levels ever on record. (How many of these companies do you
own?)
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A Lesson From 2000

Why is that important? For that answer, let's revisit what Scott McNealy, then CEO of Sun
Microsystems, said in 2000.

"At 10-times revenues, to give you a 10-year payback, | have to pay you 100% of
revenues for 10-straight years in dividends. That assumes | can get that by my
shareholders. It also assumes | have zero cost of goods sold, which is very hard for a
computer company.

That assumes zero expenses, which is hard with 39,000 employees. That
assumes | pay no taxes, which is very hard. And that expects you pay no taxes
on your dividends, which is kind of illegal. And that assumes with zero R&D for the
next 10-years, | can maintain the current revenue run rate.


https://simplevisorins.wpengine.com/wp-content/uploads/2021/07/SP500-Price-Sales-Above-10x.png

Now, having done that, would any of you like to buy my stock at $64? Do you
realize how ridiculous those underlying assumptions are? You don?t need any
transparency. You don?t need any footnotes.

What were you thinking??

Of course, much of this is ?forgotten history,? as many investors today were either a) not alive in
1999 or b) still too young to invest. However, for the newer generation of investors, the lack
of ?experience? provides no basis for the importance of ?valuations? to future outcomes.

That is something only learned through experience.

In Case You Missed It

Krugman’s Delusion: The Difference Of Theory
Versus Reality.

Written by Lance Roberts | Jul 30, 2021

In a recent interview with Business Insider, Paul Krugman's delusion was
evident as the difference between economic theory and reality was on fu
display.

=> Read More

GDP Eclipses Pre-Pandemic Level

On Thursday, CNBC ran the following headline:

MARKET INSIDER

The U.S. economy is bigger than it was
pre-pandemic, but Covid could still
decide what happens next

To wit:

"The U.S. economy is now larger than it was before the pandemic, but its growth rate
may have peaked this year at a much slower pace than expected.” - Patti Dom, CNBC

Patti is correct; economic growth just peaked.

The problem with the 6.5% annualized rate is that it was more than 50% lower than the original
estimates of 13.5%. More troubling was the report was even lower than the Atlanta Fed's much-
reduced 7.6% estimate.


https://simplevisorins.wpengine.com/knowledge-vs-experience-why-most-investors-wind-up-losing/
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What was missed by the mainstream media are two very critical factors.

1. The sharp decline in expected GDP growth rates suggests that "deflationary"
pressures are present; and,

2. Given the relationship between economic growth and earnings, current estimates will
be revised lower.

Over the next two quarters and fully into 2022, economic growth rates will decline back to 2% or
less.
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More importantly, the weaker than expected GDP report pushed the Market Capitalization /
GDRP ratio (inflation-adjusted) to a record high. But, again, given that revenues are a function of



consumption (70% of the GDP calculation), earnings growth will weaken by default.
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Lastly, while the economy is indeed larger than pre-pandemic, such is of little consolation. When
you realize it took $8 Trillion in monetary stimulus (40% of the economy) to create $406
billion in growth from Q1-2020, it is a little underwhelming.

Figure 5: The fiscal and monetary response to Covid has Figure 6: As the stimulus fades, the fiscal impulse will turn
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% Taxes & benefits programs %
® Amount disbursed / committed mmm State & local spending on goods & services
Administrative = Fed spending on goods & services _—
actions ﬂ_ 0.881 = Amount allowed 16 —— Four-guarter maving average Projection
14
12
10
Legislative 8
actions 4.36 5.89 &
4
2
Federal 0
Reserve 3.34 637 2
actions -4
-6

. § trillion
0 1 2 3 4 5 6 7

Saurce : CFRE, FRB, Deutsche Bank | Source - Huichins Cander, Deutsche Bank

Next year, the fiscal impulse will become a drag.

Such will make it much harder to justify current valuations in a much slower economic growth
environment.

RIA PFO Analysis, research, 30 DAY

portfolio models & more.  TRIAL OFFER



https://riapro.net/home

Portfolio Update (Party On Garth)

For now, as noted above, the markets remain bullishly biased, and there seems little to
derail that mentality currently. The weaker than expected economic growth rate gave the
markets reassurance the Fed won't "taper" anytime soon.

In the meantime, we continue to maintain nearly full equity exposure in our portfolio models.
However, the one change we have been quietly making over the last two months is
increasing the duration of our bond portfolios. Such is because the recent peak in interest
rates is more telling about the economy's outlook and markets than many would like to admit. (See
Why Bonds Aren't Overvalued.)

While the markets are indeed in "Party On Garth" mode, the current extended, overbought,
and bullish conditions provide the necessary backdrop for a short-term correction.

As discussed over the last couple of weeks, August and September tend to be weaker
performance months. Therefore, with the bulk of earnings soon behind us, the focus will turn back
to the economy and the Fed.

In the near term, the most significant risk for the market comes from the Federal Reserve at the
Jackson Hole Summit this summer. If there is a change in their outlook to a more "hawkish" stance
or more detailed "taper” discussions, the markets may react negatively.

Another immediate risk could be a failure to pass additional stimulus in Congress or a movement to
"lockdowns" due to the virus.

In conclusion, it is simple enough to say "I have no idea" what could derail the markets.
Such is why we analyze the risk each week and try to make prudent and informed decisions about
portfolio exposures and risk management.

It's the best we can do for you and our clients.
Have a great weekend.

By Lance Roberts, CIO

Market & Sector Analysis

Analysis & Stock Screens Exclusively For RIAPro Members

S&P 500 Tear Sheet
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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 85.79 out of a possible 100.
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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, 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 83.58 out of a possible 100.

MARKET GREED/FEAR INDEX @ RlA prO
{AAl, INVI, Bullish Pct, Put/Call, NAAIM, VIX)
100.0

s00 | |
200 “ N‘ ‘n f '||| \ ”

30.0

BULLISH COMPOSITE
=
S&P 500

20.0

10.0
“ Extreme Extreme
0.0 Fear : Greed
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Weekly Greed/Fear Gauge ——S&P 500 INDEX



https://simplevisorins.wpengine.com/wp-content/uploads/2021/07/Technical-Gauge-073021.png
https://simplevisorins.wpengine.com/wp-content/uploads/2021/07/Market-Fear-Greed-Index-073021.png

Sector Model Analysis & Risk Ranges

How To Read This Table

The table compares each sector and market to the S&P 500 index on relative performance.
¢ "MA XVER" is determined by whether the short-term weekly moving average crosses
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.

Table shows the price deviation above and below the weekly moving averages.

RELATIVE PERFORMANCE ~ Current PERFORMANCE RELATIVE TO S&P 500 INDEX oo . e

Ticker ETF NAME WA Short MIA  Long MIA

v ISHARS-SP500 42648 ™% BULLISH
s SPOR-MATLS SELS 8446 % BULLISH
xnc SPOR-COMM SV 55 9.7 £ [UCB  BULLISH
XLE SPOR-EGY SELS 52.70 5158 O 6% % BULLISH
ALF SPOR-FINL SELS 36.99 0 % BULLISH
K SPOR.-TECH SELS 14364 q BULLISH
X SPOR-INDU SELS 103.21 o0 0% BULLISH
wp SPOR-CONS STPL 1047 ol 5% BULLISH
XLRE SPOR-RE SELS 4436 5% BULLISH
X SPOR-UTIL SELS 6521 1% % BULLISH
wv SPOR-HLTH CR 126,65 BULLISH
Ay SPDR-CONS DISCR 175.74 3% BULLISH
XTN SPDR-SP TRANSPT 86.92 I BULLISH
soY SPOR-SP DIV ETF (.00 INGEEN  (099) (275) 12408 107 1nm 0s 12645 1A O s [ BULLISH
RSP INVS-SPS EQ ETF (0.80) @25 D040 886 15053 14131 15073 112 15618 14528 O [ 4% % BULLISH
sLy SPDR-SP6 SC (3.46) 8640 9203 o7.74 126 10141 0407 ©  an s BULLISH
Moy SPOR-SP MC 400 (1.36) 49160 46944 49101 119 5092 47290 O 0% 5% BULLISH
EEM ISHARS.EMG MKT 5160  (1.43) 54.01 53.92 55.45 080 56.97 230 T svosH
EFA ISHARS-EAFE 7949 | 066 (0.30) 19.69 .02 8.8 083 81.51 %25 O 0% % BULLISH
1AU ISHARS-GOLD TR 3456 - 044 34.56 34.53 8N 008 34.58 284 O % % BULLISH
GDX VANECK-GOLD MNR  34.92 0.36 36.22 36.23 3398 (¥} 3507 3289 O A% BULLISH
wup INVS-DB US§ BU 477 (08 (12)  (127) 2455 2454 2483 (041) 2542 2424 O % % BULLISH
BOND PIMCO-TOT RETRN 11193 0.44 0.4 (2.64) 110.76 1145 110.96 0.08 113.83 10809 O 1% 1% BEARISH
nr ISHARS-204¥TB 149.52 14261 W4TE 14435 eI 41100 8% ) BEARISH
BNDX VANGD-TTL INT B 57.91 048 043 (2.49) 57.45 57.53 57.10 003 58.54 5556 O [a% % BEARISH
HYG ISHARS.IBX HYCB 87.84 018 (134 (338 8740 81.24 88.04 037 90.57 8551 O | 0% I BULLISH
© RIA Pro T vootvestment advice

Weekly Stock Screens

Currently, there are four different stock screens for you to review. The first is S&P 500 based
companies with a "Growth" focus, the second is a "Value" screen on the entire universe of stocks,
and the last are stocks that are "Technically” strong and breaking above their respective 50-dma.

We have provided the yield of each security and a Piotroski Score ranking to help you find
fundamentally strong companies on each screen. (For more on the Piotroski Score - read this

regort.@
S&P 500 Growth Screen
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MNext 3-5 YrEst 5 yr Hist

P/E using

Company Current Price N . Div Yield _ Score
EPS Gr rate Sales Gr 12 mo EPS

DE Deere & Co 353.56 20.15 9.08 1.02 24.37

Dov Dover Corp 162.96 11.50 -0.94 1.22 2321

KLAC  Kla Corp 315.57 14.02 17.32 1.14 24.56

LH Laboratory Cp 283.19 10.56 8.02 0.00 9.34

PAYX  Paychex Inc 112.77 8.00 7.44 2.34 37.10

TaT Target Corp 257.42 13.27 6.37 1.06 20.54
AMD  Adv Micro Dev 97.93 35.01 20.18 0.00 52.094 8.00
AVGO  Broadcom Inc 477.65 15.00 14.64 3.01 21.90 8.00
cow Cdw Corp 180.32 13.10 1.52 0.89 26.10 8.00
DHR Danaher Corp 292,88 18.00 4.60 0.29 33.36 8.00
FTNT Fortinet Inc 271.69 14.25 19.56 0.00 106.13 8.00
GPC Genuine Parts 126.05 9.17 3.61 2.59 19.73 8.00
HCA Hca Holdings 245,93 11.10 5.70 0.78 16.89 8.00
MSFT  Microsoft Corp 286.22 12.97 15.39 0.78 35.91 8.00
MXIM  Maxim Intg Pdts 97.45 10.00 0.41 0.00 30.65 8.00
NOC Northrop Grummn 360.11 8.72 11.19 1.74 14.37 8.00
PYPL Paypal Holdings 301.98 22.08 18.15 0.00 90.41 8.00
SNA Snap-On Inc 220.29 9.54 1.46 2.23 15.32 8.00
TSCO  Tractor Supply 183.49 9.03 11.79 1.13 2204 8.00
TXN Texas Instrs 186.85 9.33 1.59 2.18 26.06 8.00
UHS Univl Hith Svecs 157.90 6.52 4.44 0.51 12.46 8.00
WMT  Walmart Inc 142.06 5.50 3.18 1.55 23.76 8.00
A Agilent Tech 151.46 13.00 6.76 0.51 39.96 7.00
ACN Accenture Plc 316.31 10.00 6.63 1.11 38.11 7.00
ADP Automatic Data 206.88 12.00 5.43 1.80 34.37 7.00
AVY Avery Dennison 209.99 7.00 3.7 1.30 23.78 7.00
CDNS  Cadence Design 144.59 11.68 9.66 0.00 56.04 7.00
CRL Charles Rvr Lab 399.62 14.00 15.96 0.00 45.26 71.00
DG Dollar General 230.06 11.31 10.53 0.73 21.17 7.00
IPG Interpublic Grp 35.25 11.54 5.46 3.06 13.88 7.00
MMC Marsh &Mclennan 144.79 12.57 7.49 1.48 25.18 7.00
MNXPI Nxp Semiconduct 198.58 10.00 -0.48 1.13 31.88 7.00
ORLY O Reilly Auto 609,59 13.62 7.39 0.00 21.88 7.00
S5PGI 5&P Global Inc 411.59 10.00 6.62 0.75 33.33 7.00
TRMB  Trimble Inc 84.12 10.00 8.49 0.00 40.44 7.00
WRB  Berkley (Wr) Cp 72.94 9,00 1.80 0.71 19,00 7.00
ADM Archer Daniels 58.64 6.61 1.17 2.52 12.17 6.00
AMT  Amer Tower Corp 284.98 11.28 8.84 1.78 32.27 6.00
AZO Autozone Inc 1608.60 11.41 5.29 0.00 17.69 6.00
CBRE Chbre Group Inc 91.00 11.00 18.83 0.00 26.84 6.00
COsT Costco Whole Cp 422,22 9.13 9.52 0.75 40.95 6.00
CTLT  Catalent Inc 116.51 20,92 14.41 0.00 45.87 6.00
ISRG Intuitive Surg 972.50 9.38 14.45 0.00 72.68 6.00
ODFL 0Old Dominion Fl 259.03 21.94 8.38 0.31 35.34 6.00
RHI Robt Half Intl 95.67 19.50 1.10 1.59 25.05 6.00
UNP  Union Pac Corp 216.56 10.00 -0.43 1.08 23.82 6.00
WEC Wec Energy Grp 94.44 5.99 -0.19 2.87 23.79 6.00
ANTM  Anthem Inc 379.93 13.04 9.35 1.19 18.28 5.00
APD Aijr Prods & Che 287.33 11.33 0.07 2.08 34.26 5.00
BRK.E  Berkshire Hth-B 278.10 7.00 2.60 0.00 28.44 5.00

Low P/B, High-Value Score, High Dividend Screen
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Ticker Company Current Price  Pricef Book ROESYrAvg Div Yield Score

AGNC Agnc Investment 16.13 0.87 12.77 8.03

BABBE Bab Inc 0.75 1.86 14.90 5.33

CAG Conagra Brands 33.76 1.88 18.31 3.20

CMTV Commnty Bcp Vi 18.75 1.30 13.02 4.69

FNCB Fnch Bancorp 7.45 0.97 11.35 3.22

LOMA Loma Megra Cia 7.00 1.57 21.10 3.18

NHTC Natural Hith Tr 7.04 1.23 31.03 11.36

MNRIM Northrim Bcp 41.01 1.10 10.38 3.61

UBCP Utd Bancorp -Oh 13.00 1.13 10.37 4.46

ABR Arbor Rty Trst 18.03 1.52 11.16 7.54 7
AINV Apollo Inv Cp 132.81 0.87 10.34 8.08 7
BSRR Sierra Bancorp 24.63 1.09 10.70 3.41 7
CAC Camden Ntl Corp 44.19 1.24 11.52 3.26 7
CATY Cathay Genl Bcp 37.52 1.22 11.19 3.30 7
CIMm Chimera Invest 14.66 0.95 12.66 9.00 7
CRWS Crown Crafts 7.44 1.77 13.77 4.30 7
DTE Dte Energy Co 117.69 1.82 10.70 3.69 7
FFBC First Fin Bc-Oh 22.59 0.97 10.08 4.07 7
FLIC First Long s 21.73 1.27 10.80 3.50 7
FNF Fnf Group 44.96 1.58 15.72 3.20 7
FMNLC First Bancp Inc 20.34 1.41 11.92 4.36 7
GSBD Goldman Sac Bdc 19.22 1.20 11.45 9.37 7
IBCP Indep Bk Mich 20.83 1.18 12.20 4.03 7
MPB Mid Penn Bancp 26.24 0.84 10.08 3.05 7
MTBE ME&T Bank Corp 134.46 1.12 11.24 3.27 7
NMFC New Mountn Fin 13.48 1.03 10.27 8.90 7
PFG Principal Finl 62.47 1.04 11.94 3.01 7
PRK Park Mational 112.05 1.73 12.16 3.65 7
TRTN Triton Intl Ltd 50.47 1.57 12.89 4.52 7
UVE Univl Insur Hid 13.47 0.92 18.50 4.75 7
WAYN Wayne 5vgs Besh 26.57 1.26 10.51 3.16 7
WEBA Walgreens Bai 47.11 1.80 19.73 3.97 7
WBS Webster Finl Cp 48.16 1.37 10.90 3.32 7

Fundamental Growth Screen
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Next 3-5¥YrEst  5yrHist

P/E using

Ticker Company Current Price . : Div Yield Score
EPS Gr rate Sales Gr 12 mo EPS
DE Deere & Co 353.56 20.15 9.08 1.02 24.37
KLAC Kla Corp 315.57 14.03 17.32 1.14 24.56
TGT Target Corp 257.42 13.27 6.37 1.06 20.54
AMD Adv Micro Dev 97.93 35.01 20.18 - 52.04
PYPL Paypal Holdings 301.98 22.08 18.15 - 90.41
DHR Danaher Corp 202.88 18.00 4.66 0.29 33.36
AVGO Broadcom Inc 477.65 15.00 14.64 3.01 21.90
FTNT Fortinet Inc 271.69 14.25 19.56 - 106.13
cDwW Cdw Corp 180.32 13.10 7.52 0.89 26.10
MSFT Microsoft Corp 286.22 12.97 15.39 0.78 35.01
CRL Charles Rvr Lab 300.62 14.00 15.96 - 45.26
ORLY 0 Reilly Auto 609.59 13.62 7.39 - 21.88
A Agilent Tech 151.46 13.00 6.76 0.51 30.96
MMC Marsh &Mclennan 144.79 12.57 7.49 1.48 25.18
ADP Automatic Data 206.88 12.00 5.43 1.80 34.37
CDNS Cadence Design 144.59 11.68 9.66 - 56.04
ODFL old Dominion Fl 259.03 21.04 8.38 0.31 35.34
CTLT Catalent Inc 116.51 20.92 14.41 - 45.87
RHI Robt Half Intl 95.67 19.50 1.10 1.59 25.05
KMX Carmax Gp (Cc) 133.30 17.31 6.07 - 18.75
FLT Fleetcor Tech 256.79 16.08 8.04 - 24.50
FFIV F5 Networks Inc 202,98 14.38 4.30 - 28.71
URI Utd Rentals Inc 325.89 13.44 12.17 - 17.57
ANTM Anthem Inc 379.93 13.04 0.35 1.19 18.28
1EX Idex Corp 219.62 12.00 3.45 0.98 37.29
FRC First Rep Bk 5f 197.62 18.87 17.51 0.45 28.43

DY Teledyne Tech 456.07 18.29 9.54 - 34.26
FIS Fidelity Nat In 148.71 18.20 8.17 1.05 27.09
RMD Resmed Inc 266.03 13.88 12.13 0.59 50.10
CAT Caterpillar Inc 211.44 12.00 3.88 2.10 28.73

Aggressive Growth Strategy
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Mext 3-5¥YrEst 5yrHist P/EF1/LT

Ticker Current Price Div Yield Score

EPS Gr rate Sales Gr EPS Gr

PAYX Paychex Inc 112.77 8.00 7.44 2.34 4.16 9
FTNT Fortinet Inc 271.69 14.25 19.56 - 6.96 8
MSFT Microsoft Corp 286.22 12.97 15.39 0.78 2.61 8
PYPL Paypal Holdings 301.98 22.08 18.15 - 3.90 g
RGLD Royal Gold Inc 118.69 10.00 6.61 1.01 2.91 8
T5LA Tesla Inc 646.98 35.04 48.28 - 7.07 8
TXN Texas Instrs 186.85 9.33 1.59 2.18 2.54 8
WST West Pharm Svc 384.01 25.79 8.70 0.18 2.08 8
CDNS Cadence Design 144.59 11.68 0.66 - 4.92 7
MSCI Msci Inc-A 501.84 #N/A 10.30 053  #N/A 7
SPGI S&P Global Inc 411.59 10.00 6.62 0.75 3.22 7
STAA Staar Surgical 127.50 #N/A 20.15 - #N/A 7
AMT Amer Tower Corp 284.98 11.28 8.84 1.78 275 6
CPRT Copart Inc 145.60 #NSA 14.92 - #NSA 6
CRM Salesforce.Com 243.96 18.44 26.48 - 8.27 6
CTRE Caretrust Reit 24.05 H#N/A 14.47 4.41 H#N/A b
ISRG Intuitive Surg 972.50 9.38 14.45 - 7.39 6
NOW Servicenow Inc 583.35 27.83 34.39 - 17.39 6
REG Regency Ctrs Cp 64.61 7.93 13.09 3.68 2.39 6
TECH Bio-Techne Cp 476.76 21.00 11.07 0.27 3.37 b
EGP Eastgroup Pptys 175.77 6.58 9.56 1.80 4.56 5
FFIN First Fin Bk-Tx 48.75 #N/A 12.09 1.23 #N/A 5
ILMN lHlumina Inc 492,22 #N/A 0.81 - #N/A 5
RGEN Repligen 235.28 #N/A 37.06 - #N/A 5
TYL Tyler Tech Inc 495.67 #N/A 11.63 - #N/A 5
VICR Vicor Corp 110.27 #N/A 9.89 - #N/A 5
DRE Duke Realty Cp 51.02 6.87 3.34 2.00 4.40 4
GMED Globus Medical 82.99 9.63 9,11 - 4,54 4
REXR Rexford Ind Rty 60.97 9.31 27.74 1.57 4.27 4
RMD Resmed Inc 266.03 13.88 12.13 0.59 3.22 4
TREX Trex Company 095.10 HNSA 15.55 - HNSA 4

Portfolio / Client Update

There isn't much to update this week, as there was no need to make any changes. However, we
did add one equity position for earnings season in the technology space (NVDA). We also
increased the duration of our bond holdings by adding to our TLT position in both models.

Currently, the markets are significantly overvalued, extended, and deviated from long-term means.
However, the psychology of the market remains exceedingly bullish, which trumps "logic" at this
juncture.

As such, our job remains to create the necessary performance to meet your retirement goals.
However, we must also be responsible and responsive to the underlying risk that could derail those
goals. It is a tricky balancing act, and we work extremely hard at achieving those goals every day.

There will be a point where markets will change. But be assured that when they do, we will do the
same as well.

Portfolio Changes


https://simplevisorins.wpengine.com/wp-content/uploads/2021/07/Screen-Aggressive-Growth-1.png

During the past week, we made minor changes to portfolios. In addition, we post all trades in real-
time at RIAPRO.NET.

*** Trading Update ? Equity and Sector Models ***

"We are continuing to increase the duration of our bond portfolio in increments when we
get pullbacks to support on 10-year Treasury Rates. This morning we added 1.5% to
our position in TLT in both models, bringing it to 5%. We reduced our position in
SHY to 7.5% to make room for the additional exposure in the fixed income sleeve.

We also initiated a 2% position in NVDA in the Equity Model. Both models are now
around 50% equity exposure.” - 07/29/21

Equity Model

e Initiate at 2% position in NVDA
e Add 1.5% of the portfolio into TLT

ETF Model

e Add 1.5% of the portfolio into TLT

As always, our short-term concern remains the protection of your portfolio. Accordingly, we have
shifted our focus from the election back to the economic recovery and where we go from here.

Lance Roberts, CIO

THE REAL 401k PLAN MANAGER

A Conservative Strategy For Long-Term Investors
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Current Portfolio Weighting Current 401k Allocation Model

Cash + All Future Contributions

Primary concern is the protection of investment capital
Examples: Stable Value, Money Market, Retirement Reserves

=L0 S Fixed Income (Bonds)

Bond Funds reflect the direction of interest rates
Examples: Short Duration, Total Return and Real Return Funds

100%

Of Target CLRE S Equity (Stocks)

The vast majority of funds track an index
Therefore, select on ONE fund from each category
Keep it Simple
20% Equity Income, Balanced or Conservative Allocation
30% Large Cap Growth (S&P 500 Index)
8% International
5% Mid-Cap

Portfolio Instructions:

Allocation Level To Equities

Recommendation When To Take Action

Less Than Target Allocation Hold Current Exposure Hold Exposure
Equal To Target Allocation Hold Current Exposure Hold Exposure
Over Target Allocation Hold Current Exposure Hold Exposure

After a brief tumble and retest of the 50-dma, the market surged to new highs. However, that was about it as
over the past week markets made little progress before selling off on Friday. Importantly, the technical
underpinnings remain weak as we move into the two weakest months of the year.

The GDP report came in much weaker than expected which is likely to start bringing down forward earnings
estimates for companies. This is going to keep valuations very elevated, and make it more difficult to eak out
further gains this year.

However, with that said, this is also not a time to be overly conservative with allocations. For now, keep
exposures at full weights, but hold new contributions in cash for now. There likely is not a lot of upside here
to warrant chasing markets, but if we continue to consolidate over the next month or so, we will have a better
opportunity to deploy cash for a stronger year-end performance.

If you need help after reading the alert, do not hesitate to contact me.

Tired of trying to 28 Take control of R | A

self-manage your 401k? &' @& your retirement |4, , > Learn More
Let us do it for you. 2y today with

401k Model Performance Analysis

Model performance is a two-asset model of stocks and bonds relative to the weighting changes
made each week in the newsletter. Such is strictly for informational and educational purposes only,
and one should not rely on it for any reason. Past performance is not a guarantee of future results.
Use at your own risk and peril.
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350000
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Benchmark Return 2007-Present 171.16% 200000
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Have a great week!
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