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Market Review And Update

Last week?s newsletter discussed the ongoing bullish trend of the market. To wit:

?The current bullish stampede is very similar to what we saw from March to July last
year. At that time, it was the chase for ?A.1.? that was driving the market while the
majority of stocks dragged. The market remained overbought, trading in a defined trend
channel as prices advanced. Then, the markets corrected by 10% into October, which is
typical for any given year.?

Today, we again see that same ?unstoppable advance? with the same bifurcation in the
market. While the ?Magnificent 7? stocks again drive the markets, another 5-10%
correction over the next several months should be no surprise. Such is particularly the
case as we approach the upcoming Presidential election, where market participants
may want to reduce exposure to offset potential election risks.?


https://realinvestmentadvice.com/stock-markets-are-leading-the-economy-a-little-too-much/

That unstoppable advance, driven by the mega-capitalization stocks on Friday, topped the
psychological 5000 level on the index. With the strong momentum carrying that particular group
of stocks, the index will likely try to push higher over the next few days. However, as shown, the
market is back to more extreme overbought levels, and bullish sentiment has reached ?greed.?
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Most notably, the deviation between the index and the 200-DMA is getting rather extreme, which
has typically preceded short-term corrections. As discussed in this week?s newsletter, those
extensions and deteriorating internals suggest we should begin rebalancing portfolio risk.

While we are highly confident that a correction is coming, the timing of that event is uncertain. As
such, we must maintain exposure to garner performance while we can. However, once signals are
triggered, we will become more aggressive in the risk reduction process.

Let?s take a look at the market internals.

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
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Investor?s Sentiment Is So Bullish 1t?s Getting Bearish

Bullish sentiment has surged as the&#2013266080;?Fear Of Missing Out,?
&#2013266080;0r&#2013266080;FOMO, kicked in in recent weeks. It is somewhat interesting to
write this post, given that we discussed the exact opposite last October.

?Notably, those&#2013266080;?high [earnings] beat rates?&#2013266080;get support
from the more negative short-term sentiment and reduced equity allocations by
professional managers during the summer.?

At that time, investors? sentiment was negative, and technical conditions were extremely oversold.
Such provided the perfect cocktail for a substantial rally into year-end.

Since November, however, the surge in asset prices has swiftly turned that negative investor
sentiment bullish. Such presents a problem for investors as rising asset prices create a need to
chase returns. Such is the basis of the ?Fear of Missing Out? or F.O.M.O. However, such is also
the point where investors, given the need to avoid ?buying high and selling low,? should reevaluate
the risks of being overly exposed to equity risk.

One of the most challenging things to do is go&#2013266080;?against?&#2013266080;the
prevailing bias regarding investing. Such is known as contrarian investing. One of the most famous
contrarian investors is Howard Marks, who once stated:

?Resisting ? and thereby achieving success as a contrarian ? isn?t easy. Things
combine to make it difficult;&#2013266080;including natural herd tendencies and
the pain imposed by being out of step,&#2013266080;particularly
when&#2013266080;momentum invariably makes pro-cyclical actions look
correct for a while.

Given the uncertain nature of the future, and thus the difficulty of being confident your
position is the right one ? especially as price moves against you ?&#2013266080;it?s
challenging to be a lonely contrarian.?

The chart below from that post shows the composite investors? sentiment index. That index
combines retail and institutional investor sentiment. Extremely low readings, like last October, are
coincident with market bottoms. Conversely, extremely high readings, as we see currently, have
corresponded to previous market peaks and corrections.
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Also, professional managers are aggressive adding to risk exposures. The current angle of ascent
in the market since November is incredibly sharp. While such parabolic moves are not uncommon,
they are ultimately unsustainable.
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The conclusion is that there is a high possibility of the market doing something no one expects.
Other indicators suggest the risk of a reversal has risen.

Technical Warnings Are Increasing

We noted in ?S&P Set To Hit 50007 that technical indicators were reaching more extreme levels.

?Furthermore, our composite gauge of weekly technical indicators has already reached
more extreme levels. Historically, we are close to a peak when this gauge exceeds
90&#2013266080;(scale is 0 to 100). As is always the case, the resolution of more
extreme bullish sentiment and technical price extensions is through a short-term
reversal. However, such does not mean that the market won?t hit 5000 first, as we
suspect it will.?


https://realinvestmentadvice.com/sp-index-set-to-hit-5000-as-bull-run-continues/
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This more extreme increase in technical overbought conditions is also evident across other
measures. Sentimentrader.com recently made the same observations in their research.

?Recently, we saw that there have been some technical warning signs on the Nasdag.
Among those are the Hindenburg Omen and Titanic Syndrome, which have been
stacking up lately. If you can get past the hyperbolic names, they provide helpful insight
into what?s happening below the surface of the major stock market indexes. When
these signals trigger, they highlight conditions when not everything is in gear.
And they?ve both been triggering consistently on the Nasdaq over the past few
weeks.

During the past three weeks, the two indicators have triggered a combined eight
signals. That?s the most since December 2021. We can see from the chart below that
when eight or more signals were triggered, the Nasdaq Composite?s annualized return
was a horrid -29.3%.7?
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Given the high degree of similar holdings in both the Nasdaqg and the S&P 500, it is unsurprising
that returns in the S&P 500 were similarly weak after combined technical signals were triggered.



S&P 500 after Nasdag combined technical warnings cycles from 0 to 8
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While investors? sentiment remains bullish, it continues to be driven by a narrower participation in
the market overall. Within the S&P 500, fewer and fewer stocks have been participating in its most
recent gains. The percentage of stocks within the index holding above their 20-day, 50-day, and

200-day moving averages has decreased for weeks. Such declines or negative divergences
usually precede corrective events in the market.
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As Sentimentrader.com concludes:

?The results were not encouraging for bulls. Across almost all time frames, the S&P?s
returns were woeful, consistently negative, and with a terrible ratio of risk to reward.
Buyers shrugged off the warnings in 1963 and 2017, but other than that, it was trouble.?

The outlook for a continued bullish advance is not good between investor sentiment readings,

technical extensions, and participation. The market needs a breather to reduce the speculative
behavior and rebalance buyers and sellers. However, when that will occur and what triggers it

remains anyone?s guess.

The obvious question is if we see the troubling signs in the market, ?Why not sell and go to cash
and wait for the correction??

It is a valid question. Timing is always the issue. Therefore, when the bulls are running, it is not
wise to stand before the stampede. Remember, ?Markets can remain irrational longer than you can
remain solvent.?

ldentifying The Turn

As portfolio managers, we have a responsibility to our clients to protect capital and generate
returns for their financial futures. However, if we go to cash too soon, we negatively impact our
client?s future and suffer career risk. So, how can we do both?

Currently, market trends are bullish with ?buy signals? in place, suggesting that allocations should
remain equity-biased for now.
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https://realinvestmentadvice.com/wp-content/uploads/2024/02/Daily-Market-Trading-Chart.png

However, the chart below is the most important. While daily indicators are excellent for short-term
outlooks, weekly indicators, while slower to register signals, provide the needed data to evaluate
the risk of a more meaningful corrective event. Here are the crucial points.

1. The markets remain confined to a relatively narrow trading range since the Financial Crisis
lows. Previous breakouts above this trend eventually reverted to the lower bounds of that
channel. The exception was the massive surge in the market following the pandemic-related
stimulus payments, which led to an extreme deviation above that channel. The eventual
reversion was the 2022 market correction.

2. The two lower panes are Moving Average Convergence Divergence (MACD) indicators. The
top pane is a short-term average series, and the bottom is intermediate-term. The two
indicators are because the longer-term series confirms the shorter-term to reduce false
signals. Critically, when both indicators trigger a sell signal, such aligns with short- and
intermediate-term corrective market actions as denoted by the red vertical lines.

3. Those two MACD indicators are currently at the highest levels outside the pandemic-
stimulus-induced run-up in 2020 and 2021. Such suggests that the eventual reversion will
likely be more significant than just normal pullback when it occurs.
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While this analysis will NOT get us to significantly cut equity risk at precisely the peak of the
market, it will provide a risk reduction signal early enough to avoid the bulk of the downturn. (It also
works in reverse to increase equity risk.)

How We Are Trading It

As noted above, what causes the market to break its bullish trajectory is entirely unknown. The
10% correction last year didn?t have an overwhelming catalyst other than just disappointment the
Federal Reserve might keep rates ?higher for longer? than Wall Street wanted. That
disappointment could be the Fed not cutting rates fast enough this year.

Whatever trigger causes a reversal in the bullish signals, we will act accordingly to reduce risk and
rebalance exposures. But one thing is certain: investor sentiment is extremely bullish, which has
almost always been a good ?bearish signal? to be more cautious.

While we have warned of a potential correction over the past couple of weeks, it reminds us much
of June and July last year, where similar warnings for a 10% correction went unheeded. As such,
we will rebalance exposures next week by taking profits in some positions with significant gains for
the year and adding to current positions where we are underweight. We suspect the current
environment is much the same as 2022, and the bullish rally will go further to suck the last of the
holdouts in. However, we want to make adjustments before the correction comes.

While it is not time to be overly bearish, we suggest reverting to basic portfolio management rules
to reduce risks.

1. Trim Winning Positions&#2013266080;back to their original portfolio weightings. (ie. Take
profits)

2. Sell Those Positions That Aren?t Working.&#2013266080;If they don?t rally with the
market during a bounce, they will decline when it sells off again.

3. Move Trailing Stop Losses Up&#2013266080;to new levels.

4. Review Your Portfolio Allocation Relative To Your Risk Tolerance.&#2013266080;If you
have an aggressive allocation to equities, consider raising cash levels and increasing fixed
income accordingly to reduce relative market exposure.
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Subscribe To&#2013266080;?Before The Bell?
&#2013266080;For Daily Trading Updates

We have set up a separate channel JUST for our short daily market updates. Please subscribe to
THIS CHANNEL&#2013266080;to receive daily notifications before the market opens.

Click Here And Then Click The SUBSCRIBE Button

[embed]https://www.youtube.com/watch?v=GbDqg654nLvI[/embed]

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

Bull Bear Report Market Statistics & Screens
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S&P 500 Weekly Tear Sheet



3 Month SPY Price ? RIA simplevisor SPY RISK INFO

% Diff
:EE Item TR TR YD e
Price Return 954% 2342% 545%  (16.44%)
40 Max Drawdown | (2466%) (10.93%) (222%) (79.68%)
450 Sharpe 025 153 501 2%
m Sortino 041 244 780 2f1
Volatilty 1919 1240 1107 (011)

420
400
350

Daily VaR-5% (2257) 441 4350 885
Mnthly VaR-5% 2921y 301 307 0.00
S&P 500 Market Cap Analysis

2years 1year 1¥r% 5Year 5year %From % From
ago Change High Low High Low
Dividend Yield| 127% 152% 1.31% (1577%) 214% 120% (3664%) 948% | Shares 37074 36083  (267%)
PIE Ratio 2418 1861 2287 1773% 2944 1671 (223%) 36.86% | Sales [108406 113489  469%
PIS Ratio 449 357 422 1519% 498 323 (1536%) 3054% | SPS | 202 315 7.56%
PIB Ratio 633 559 638 1239% 676 430 (571%) 4822% [Eamings| 19191 18420  (4.01%)
ROE 2055% 2598% 2567% (122%) 2055% 19.19% (13.16%) 337%% [EPSTTM[ 57 56 (1.86%)
ROA 672% 600% 610% 156% 672% 447% (927%) 3645% [Dividend[ 16 17 6.67%
S&P 500 Asset Allocation

1 Year PIE Low PIE% TTM  Current

Current ltem 12-MAgo Current

Sector Price Weight Beta PIE HE Hgh -5Yr  From ROE 2l Earnings Forward Forward PE

WMo) o) peak L e
Energy (5.44%) 3M% 13 1022 9364 (35754) (894%) 196% 32%  963% 683 1124
Materials 348% 223% 116 1965 2684 1131 (26.8%) 124% 20% 544% 489 1864
Industrials 1044% 856% 115 2145 609 1682 (64.8%) 226% 15%  439% 669 1970
Discretionary | 25.88% 1046% 144 3030 7165 2450 (57.7%) 165% 07% 317% 525 2512
Staples (273%) 601% 059 1978 2279 1847 (132%) 308% 26%  486% 468 19.58
Health Care | 10.34% 1274% 067 2195 1984 1483 10.7% 247% 16% 472% 802 1869
Financials 11.04% 1286% 116 1646 2147 1276 (23.3%) 126% 17% 603% 754 1514
Technology | 53.59% 2987% 119 3704 3543 1776  45% 652% 07% 269% 719 29.31
Telecom 5299% 906% 098 271 2838 1542 (200%) 232% 05%  402% 596 18.60
Utilities (9.31%) 213% 072 1683 2124 1558 (208%) 106% 37% 599% 346 15.23
Real Estate | (3.64%) 230% 103 1797 2621 1547 (31.4%) 66% 36% 559% 476 1748
Momentum Analysis

Return

#Days % From % From
: % Dev . % Dev % Dev 50-
Item Price 50-Day 200-DMA  Since 200-Day 200 DA 5?-‘# 52W  Buyl/Sell
Cross High  Low
Large Cap 50120 917% 47677 50 5A2% 44702 72 1212% 666% (0.09%) 3167%  Buy
Mid Cap 51291 681% 49982 50  262% 47361 61 830% 553% (021%) 2091%  Buy

Small Cap H31 663% 4092 1 095% 3854 &1 719% 618% (397%) 2090%  Buy

3 Month SPY Price % RIA simplevisor SPY RISK INFO

520 Item YTD

g
YTDIT1-YR

o Price Return 954% 23.42% 545%  (76.44%)
40 Max Drawdown | (2486%) (1093%) (2.22%) (79.63%)
40 Sharpe 025 15 501 232
" Sortino 041 244 760 211

Volatilit 1919 1240 1107 (0.11)

420
400
380

Daily VaR-6% (2257) 441 4350 8.85
Mnthly VaR-5% 2921) 307 307 0.00
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Relative Performance Analysis

As noted last week, the ?capitalization-weighted index? is overbought, but the composite index
average and median are not. However, this week?s higher surge is now bringing most sectors and
markets toward overbought. With the market breaking above 5000, the psychological momentum
could well push markets higher next week. However, the market advance remains narrow, with a
broad swath of sectors and markets underperforming the benchmark index. As shown in the Risk-
Range Report below, the market is well outside of its normal bands, suggesting some corrective
relief is coming. It is advisable to rebalance risks in portfolios.
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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;97.04&#2013266080;0ut 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, 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;82.53&#2013266080;0ut of a possible 100.



MARKET GREED/FEAR INDEX
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Relative Sector Analysis

Relative Analysis of Sectors against SPY

(click sector symbol for sector details including a relative analysis of its top ten holdings)

Utliitles (XLU) Materlals (XLE) Consumer Staples Real Estate (XLRE) Ensrgy (XLE) Flnanclal (XLF)
0,83 -0.63 {XLP) -0.60 -0.49 -0.34
» » 0.62 » » »
B

Transportation (XTN) Consumer Health Care (XLV) Industrials (XLI) Communication Technology (XLK)
0.21 Discretlonary (XLY) -0.18 =017 Services (XLC) 0.28

» 021 » » 010 »
» »

Overbought - could be a good time to reduce holdings. Overseld - could be a good time to increase holdings

About Relative Analysis

This analysis uses the price ratio of two securities to establish a relative technical score. 13 technical measures are applied to the ratio to determine the score. The score
tells us how one stock compares to anather stock. We like to compare sector ETFs to the S&P 500 to help assess relative strength or weakness of the sactors,

Quite often scoras of + .75 or greater are good times to reduce holdings and - 75 are good times to buy. However, scores can stay extremely overbought or sold for a few
weeks 50 at times patience is required.

Relative Analysis of Sectors against SPY

(click sector symbol for sector details including a relative analysis of its top ten holdings)

Utliities (XLU) Materlals (XLB) Consumer Staples Real Estate (XLRE) Energy (XLE) Financlal (XLF)
-0.83 -0.63 (XLP) -0.60 -0.49 0.34
» » -0.62 » » »
»

Transportation (XTN) Consumer Health Care (XLV) Industrials (XLI) Communication Technology (XLK)
0.21 Discretlonary (XLY) -0.18 =017 Services (XLC) 0.28

» =021 » » 010 »
» »

Overbought - could be a good time to reduce holdings. Overseld - could be a good time to increase holdings

About Relative Analysis

This analysis uses the price ratio of two securities to establish a relative tachnical score. 13 technical maasures are appliad to tha ratio to datermine the score. The score
tells us how one stock compares to anather stock. We like to compare sector ETFs to the S&P 500 to help assess relative strength or weakness of the sactors,

Quite often scoras of + .75 or greater are good times to reduce holdings and -.75 are good times to buy. However, scores can stay extremely ovarbought or sold for a few
weeks 50 at times patience is required.

Most Oversold Sector Analysis


https://realinvestmentadvice.com/wp-content/uploads/2024/02/Relative-Analysis-1.png

XLU (Utilities) / SPY - Analysis
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Description

In seeking to track the performance of the index, tha fund employs a replication stratagy. It generally invasts substantially all, but at least 95%, of its total assets in the
securities comprising the index. The index includes securities of companies from the following industries: electric utilities; water utilities; multi-utilities; independent
power and renewable electricity producers; and gas utilities. The fund is non-diversified.

Latest Price (1an 20, 1970, 1212:32 PH) Last Close QOpen Volume Annual Div.
$60.27 4 (3023)(0.38%) $60.04 §59.87 14,614,474 $195
52 Week Range Day Range Avg. Volume (3m) Div. Yield
5477 §$1028 §50.75 $60.33 N/A 3.25%
———
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XLU (Utilities) / SPY - Analysis
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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.

As noted last week:

?The deviations of those leading sectors are becoming significantly deviated from their
long-term moving averages. The last time we saw double-digit deviations like this was
heading into 2022. However, most sectors and markets have bullish trends with
moving-average crossovers. Such suggests higher prices for now, but realize that
eventually this will reverse.?

The market?s bullish momentum continued this past week, pushing the broad market above 5000
and well outside its normal risk range. Such was again a function of the mega-capitalization stocks,
which are well outside their ranges and deviated above long-term moving averages. Some profit-
taking is advised to rebalance risk exposures as a corrective process is coming. It is only a matter
of timing.
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Weekly SimpleVisor Stock Screens
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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)

R.S.l. Screen


https://www.simplevisor.com/home
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SimpleVisor Portfolio Changes

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

No Trades This Week

Find it in the Retirement section
Of OUI’ Web3|te . Learn more
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Of OUI’ Web8|te > Learn more

Lance Roberts,&#2013266080;C.|.0.

Have a great week!
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