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Market Confirms Break Of The Bullish Trend

Last week, we discussed the current bullish trend?s ongoing, mind-numbing, narrow channel. We
have suggested there was little to worry about until the market violates the 20-DMA. The market
confirmed that ?crack? to this ?unstoppable? bullish rally on Friday. As we noted last week:

?However, as we previously noted, just because the market breaks the 20-DMA does
not mean we must take immediate action. What we need to see is a confirmation of that
break with either a failed retest of previous support or a further decline. If the market is
lower on Monday and takes out Thursday?s low, as shown, this would confirm
the break of support and suggest lower prices. The 50-DMA will quickly become
the next significant support level.?

As shown, the market did break below the previous low on Friday after failing to reclaim that
previous support at the 20-DMA. The failure to reclaim that support turns the previous 20-DMA into
resistance and makes the 50-DMA new critical support over the next few days. (Note: If the market
makes a confirmed break of the 50-DMA, the 100- and 200-DMAs become the following logical


https://realinvestmentadvice.com/inflation-scare-or-much-ado-about-nothing/

targets.)

MACD (12, 26, close, 9) -16.00 17.27 3119

75.00

50.00

25,00

" "I[I ] w" | II 0.00

-15.00

-50.00

MW
S&P 500, 10 05171.51 H5175.03 L5107.94 C5116.81 -82.25 (-1.58¢

Moving Average Triple (20, 100, 50, Simple) 5198.57 4310.87 511,04 . .
14 lzm close, 0. Su’\'.ﬂ. 9] 4659.11 )

5200.00

:‘,a"-'l.:.':"jlﬁ,i'..

3000.00

00,00
400,00
051469245 470000

400.00

0.618(4557.12)

4300.00
4400.00
4300.00

4200.00

14118.9

4100.00

4000.00
0.00

R (1) 9435

.................................... SR PR i N N 1 AVYAE B 1 1
-40.00
-60.00
-B0.00
-100.00
Sep Qct Nov Dec 024 Feb Mar Apr May

VY TradingView

The market is oversold enough for a bounce early next week that investors should use to make
further adjustments to portfolio allocations. Crucially, this signal DOES NOT mean to ?sell
everything and go to cash.?

The confirmed break of support suggests reviewing portfolio allocations and taking profits in well-
performing positions. However, while some stocks have only begun to correct from previously
overbought conditions, many have already corrected by 10% or more over the last few weeks.



Those companies may see inflows as a rotation trade in the market occurs.

In other words, as is always the case, be careful ?throwing the baby out with the bathwater.?
Opportunities to acquire better-priced companies always exist, even during a corrective process.

What is essential is that there are now cracks in the market?s bullish armor. Let?s dig into that
more deeply.

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.

Need a plan to protect your hard earned ¢ i vour
savings from the next bear market? consultation today

Need a plan to protect your hard earned
savings from the next bear market? consultation today

» Schedule your

Cracks Appear In The Market?s Bullish Armor

As we have repeatedly discussed over the last month, the 20-DMA has consistently supported the
rally that began in November. Notably, that support cracked over a week ago as geopolitical risks
heightened. As we discussed in our Daily Market Commentary:

?However, a rash of Fed speakers left the markets uncertain about
the&#2013266080;?certainty of rate cuts?&#2013266080;this year, sending stocks
lower mid-afternoon. Furthermore, international tensions between Iran and Israel raised
commodity prices, weighing on market outlooks as the risk of war increased. That selloff
broke the market below the 20-DMA trend line, violating that support.?

However, as we noted, just because the market breaks the 20-DMA does not mean we must take
immediate action. What we need to see is a confirmation of that break with either a failed retest of
previous support or a further decline. On Friday, the stronger-than-expected employment report
sent stocks higher as ?good news is good news? as more robust economic growth should support
earnings. However, ?bad news also remains good news,? as it would mean Fed rate cuts.

The market continued to hold support on Monday and Tuesday, but the hotter-than-expected
inflation report on Wednesday sent stocks crashing through support once again.

This type of price action shows that cracks are now appearing in the ?can?t stop, won?t stop? bull
market rally. As such, we will review the market?s short-term technical price action. From that
analysis, we can define potential support and resistance levels to pay attention to if a larger
correction process is beginning to unfold.
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As is always the case, no one knows what will happen next. Such is particularly true in a market
still heavily driven by excess liquidity and more extreme bullish sentiment. As shown, the liquidity
index remains supportive of the current rally.
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The same goes for overall bank reserves, which have continued to rise since October 2022, when
this bull market rally started following the 2022 correction. Notably, those reserves continue to
increase despite concerns about overall bank liquidity and stress in regional banks.
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Nonetheless, according to our technical review, despite this liquidity flow, several cracks are worth
noticing.

Crack No. 1 ? A Slowing Of Momentum

Since the October lows, the chase for equity exposure, particularly in the ?artificial intelligence?
and ?weight loss drug? sectors, has been phenomenal. We can measure that momentum chase by
looking at the Momentum ETF (MTUM), which regularly rebalances its holdings for ?what?s hot.?

Currently, the Top-10 holdings of MTUM are unsurprising, with some of the biggest high-flyer
names dominating the list.

asof | Apr09.2024 v Filter list by kayword
Tickery Name » Sector » AssetClassp  Market Value» Weight(%)y NotionalValuep ¢
NVDA  NVIDIACORP Information Technology  Equity $628,709,028.60 622 62870902860 T3
META  METAPLATFORMS INCCLASSA Communication Equity $584,236,563.00 578 58423656300 113
AVGO  BROADCOMINC Information Technology  Equity $573,016,709.76 567 57301670976 42!
LY ELILILLY Health Care Equity $517,87113532 512 51787113532 68
AMZN  AMAZON COMINC Consumer Discretionary  Equity $475,31315763 470 47531315763 255
MSFT  MICROSOFT CORP Information Technology  Equity $457,651,650.32 453 45765165032 10T
AMD  ADVANCED MICRO DEVICESINC Information Technology Equity $321,002,357.50 318 32100235750 18T
COST  COSTCO WHOLESALECORP  Consumer Staples Equity $285683,35899 283 28568335699 39
CRM  SALESFORCEINC Information Technology  Equity $262,106,41080 259 26210641080 86!
NFLX  NETFLIXINC Communication Equity $258.206,066.80 255 258,206,06680 41
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Ticker» Name » Sector » AssetClassy  Market Value» Weight (%) v Notional Valuep ¢
NVDA  NVIDIACORP Information Technology  Equity $626,709,02660 622 62870902860 T3
META  METAPLATFORMS INC CLASSA  Communication Equity $584.236,56300 578 58423656300 113
AVGO  BROADCOMINC Information Technology  Equity $573,016,709.76 567 57301670976 42
LLY ELILILLY Health Care Equity $517.87113532 512 51787113532 68
AMIN  AMAZON COMINC Consumer Discretionary Equity $475,313,15763 470 47531315763 255!
MSET  MICROSOFT CORP Information Technology  Equity $457,651,65032 453 45765165032 10T
AMD  ADVANCED MICRO DEVICESINC Information Technology  Equity $321,002,35750 318 32100235750 18T
COST  COSTCOWHOLESALE CORP Consumer Staples Equity $285,683,356.99 283 28568335899 39
CRM  SALESFORCEINC Information Technology  Equity $262,10641080 259 26210641080 &6l
NFLX  NETFLIXINC Communication Equity $258,206,066.80 255 25820606680 4l
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Of course, given that these names are getting the most attention, it is unsurprising that as prices
rise, they attract increasing money flows as the chase for performance ensues. Therefore, we can
watch MTUM for changes in that ?exuberance,? which is progressing. Since the middle of March,
the price of MTUM has flatlined, with the absolute score reducing from extremely overbought to just
moderately overbought.
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Furthermore, MTUM (momentum stocks) has shown considerable weakness over the last ten
weeks.
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However, if we look at a chart of the S&P 500 index (where the top 10 holdings are similar to
MTUM), the loss of price momentum is visible.
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While this loss of momentum suggests that cracks in the market?s bullish armor are growing, it

does not mean a deeper correctional process is imminent. However, it is evidence worth paying
attention to.

Crack No. 2 ? Bullish Sentiment Is Fading

One of the most important aspects of a bull market is investor participation. We can measure
participation by monitoring investor sentiment (how they feel about the market) and positioning
(how they allocate to equity risk.)

In ?Market Bubbles,? we discussed that bull markets, specifically market bubbles, result from
investor psychology. To wit:

?When investors bid up asset prices that exceed underlying earnings growth rates,
market bubbles have previously been present. The reason is that since economic
activity generates revenues and earnings, valuations can not indefinitely exceed the
underlying fundamental realities. Since valuations are a function of price and earnings,
deviations of the market from the long-term exponential growth trend have marked prior
peaks.?


https://realinvestmentadvice.com/market-bubble-a-function-of-psychology/
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And, when investors are very bullish, they are willing to take on risk by leveraging bets.

?Unsurprisingly, as consumer confidence improves, so does the speculative demand
for equities. As stock markets improve, the ?fear of missing out? becomes more
prevalent. Such boosts demand for equities, and as prices rise, investors take on more
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https://realinvestmentadvice.com/margin-debt-surges-as-bulls-leverage-bets/

risk by adding leverage.?
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Therefore, if psychology drives the markets on the way up, a reversal of that psychology should be
essential to monitor for a market change. As Howard Marks previously noted:

?1t?s the swings of psychology that get people into the biggest trouble, especially since
investors? emotions invariably swing in the wrong direction at the wrong
time.&#2013266080;When things are going well people become greedy and
enthusiastic, and when times are troubled, people become fearful and reticent.
That?s just the wrong thing to do.&#2013266080;It?s important to control fear
and greed.?

Currently, investor allocations to equities by both professional and retail investors have risen
sharply. In July 2023, that allocation reversal propelled the 10% correction through last October.
Investor allocations are higher than the previous bullish exuberance. It is worth noting that, like
today, the market turned lower before allocation levels declined in earnest.
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Secondly, as we saw in 2023, the more extreme bullish sentiment of professional and retail
investors peaked above a ratio of 2.5 before the reversal. Over the last six weeks, five of those
weeks saw a bull versus bear sentiment ratio above 2.5.
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The point is that when everyone is bullish, as they have been over the last two months, few are left
to ?buy? to keep markets elevated. Such is why money flows are also reversing.

Crack No. 3 ? Money Flows Are Reversing

While technicals, sentiment, and positioning are all crucial to market corrections, price action
ultimately dictates movement. As explained previously, buyers must coax sellers into a transaction
by offering consistently higher prices during rising markets. However, when the market reverses,
sellers enter the market, and buyers retract, requiring lower prices to facilitate a transaction. The
Wall Street axiom ?Sellers live higher, and buyers live lower? is true regarding how markets
operate.

One way to see where buyers and sellers are currently ?living? is to examine price action. We can
visualize how much money flows into and out of the market over time. Prices will rise if more
money flows into the market, and vice versa. Therefore, the Chaikin Money Flow Index is an
indicator that can help us visualize money flows.

?Developed by Marc Chaikin, Chaikin Money Flow measures the amount of money
flowing into an asset over a specific period. Money Flow Volume forms the basis for the
Accumulation Distribution Line. Instead of a cumulative total, Chaikin Money Flow sums
Money Flow Volume for a specific look-back period, typically 20 or 21 days. The
resulting indicator fluctuates above/below the zero line just like an oscillator. Chartists
weigh the balance of buying or selling pressure with the absolute level of Chaikin
Money Flow. Additionally, chartists can look for crosses above or below the zero line to
identify changes on money flow.? ? Stockcharts.com

The Chaikin Money Flow Index calculates whether money flows into or out of a stock or index by
examining the difference between its high, low, and closing price.

The chart below shows that the Chaikin Money Flow index declined over the last few weeks. Those
flows were a warning sign that market participants were slowing their purchases, and sellers were
becoming more prevalent. Returning to the market peak in July 2023, we saw a similar warning
sign.
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As we have been warning over the last few months, we expect a 5-10% correction in the markets
to reverse some excess bullish sentiment and positioning. Such an event is a normal and healthy
process for the bullish market trends to continue.

Is that correction starting now? Many of our indicators are ringing alarm bells, so we should
consider taking action to reduce risks and rebalance exposures as needed.

If this is a repeat of 2023, the next couple of months could get a bit rough.

How We Are Trading It

There is no magic formula for managing portfolios; everyone does it differently. However, as we
often discuss, a few practices can significantly reduce the risk of an unexpected market correction.

As noted, there is an apparent crack in the market that suggests investors should take some
portfolio actions. While we have discussed these simplistic rules over the last several weeks, it is
time to rebalance risk if you have an allocation to equities.

=

Tighten up stop-loss levels&#2013266080;to current support levels for each
position.

Hedge portfolios&#2013266080;against major market declines.

Take profits&#2013266080;in positions that have been big winners

Sell laggards&#2013266080;and losers

Raise cash&#2013266080;and rebalance portfolios to target weightings.

aprwn

Notice, nothing in there says&#2013266080;?sell everything and go to cash.?

Remember, our job as investors is pretty simple ? protect our investment capital from short-term
destruction so we can play the long-term investment game. Here are our thoughts on this.

e Capital preservation&#2013266080;is always the primary objective. If you lose
your capital, you are out of the game.

e Seek arate of return sufficient to&#2013266080;keep pace with the inflation
rate.&#2013266080;Don?t focus on beating the market.

e Keep expectations based on realistic objectives.&#2013266080; (The market
does not compound at 8%, 6% or 4%)

e Higher rates of return require an exponential increase in the underlying risk
profile.&#2013266080;This tends to never work out well.

e You can replace lost capital ? but you can?t replace lost
time.&#2013266080;Time is a precious commodity that you cannot afford to
waste.

e Portfolios are time-frame specific.&#2013266080;If you have a 5-year
retirement horizon but build a portfolio with a 20-year time horizon (taking on more
risk), the results will likely be disastrous.

Keep moves small for now. As the markets confirm their next direction, we can continue adjusting
accordingly.
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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=tgN81AwlyRU[/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
540 Item T TV YD
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0 Sortino 030 31 380 01
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S&P 500 Market Cap Analysis
2years 1year pi 1Y¥r% &5Year Syear %From % From
ago  ago Change High Low  High Low
Dividend Yield| 130% 154% 132% (16.86%) 214% 120% (3842%) 994% | Shares | 37850 36998  (225%)
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ROE 2874% 2554% 2612% 222% 2937% 1917% (11.06%) 36.24% |EPSTTM] 55 56 1.62%
ROA 662% 597% 633% 566% 673% 449% (589%) 4086% |Dividend] 16 18 1.11%
S&P 500 Asset Allocation

1 Year PE High-P';E Low PE% DV TIM  Current

ltem 12-M Ago Current % Chg

Sector Price  Weight -5Yr  From ROE _ Eamings Forward Forward PE

WrMo) wo)  peak YELD vl Eamings
Energy 932% 418% 130 1285 9364 (35754) (86.5%) 178% 29% 773% 678 12.77
Materials 994% 238% 114 2056 2699 1137 (238%) 116% 18%  480% 475 21.18
Industrials 2276% 867% 115 2318 5837 1678 (603%) 232% 15%  430% 6.74 2170
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Real Estate | (1.16%) 220% 102 1697 2621 1547 (353%) 72%  37% 586% 473 17.92
Momentum Analysis

Return

#Days % From % From

: % Dev ! % Dev % Dev 50-
Item Price 50-Day 200-DMA  Since 200-Day 200 DMA 5?-‘# 52W  Buy/Sell
Cross High  Low
Large Cap 51085 334% 51052 50  006% 46608 117  961% 954% (262%) 2653%  Buy
Mid Cap 52094  494% 5393 50 (037%) 49059 106  802% 843% (509%) 2492%  Buy

Small Cap 4071 (010%) 4166 19 (229%) 3950 96 306% 548% (589%) 19.14%  Buy
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Relative Performance Analysis

As noted last week:

?That reversal came on Thursday this past week, except for Energy, reducing much of
the previous overbought condition. While the recent correction still has some additional
work, some froth is getting worked off. Bonds have become oversold, and we will likely
see some buying pressure ahead.?

On Monday and Tuesday, we saw additional buying, pushing the market back above the 20-DMA.
However, the inflation data on Wednesday sparked a turn in market sentiment, sending stocks to
the 50-DMA on Friday. As shown below, almost every sector is now very oversold. Expect buyers
to step in early next week to defend that support level but use any rally to reduce exposure
as needed to rebalance portfolio risk. We have likely started a correction or consolidation
process that could last several weeks.
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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;78.09&#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;72.55&#2013266080;0ut of a possible 100.
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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)

Health Care (XLV) Real Estate (XLRE) Consumer Staples Consumer
0.76 -0.70 I (XLP) Diseretionary (XLY)
» » -0.40 -0.34
n »

Materials (XLB) Technology (XLK) Utilities (XLU) Industrials (XLI) Communication
«0.04 0.00 0.17 0.19 Services (XLC)
» » » » 0.45
»

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

Financlal (XLF)
0.22
»

Energy (XLE)
0.51
»

About Relative Analysis

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

Quite often scores 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 so at times patienca is required,
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Quite often scores 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 so at times patienca is required,

Most Oversold Sector Analysis
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XLV (Health Care) / SPY - Analysis
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Description

In seeking to track the performance of the index, the fund employs a replication strateqy. It generally invests substantially all, but at least 95%, of its total assets in the
securities comprising the index. The index includes companies from the following Industries: pharmaceuticals; health care equipment & supplies; health care providers &
services; biotechnology; life sciences tools & services; and health care technology. The fund is non-diversified.

Latest Price (Jan 20,1970, 14910 PM) Last Close Open Volume Annual Div.
$138.57 ¥ (-£244) (-173%) §14101 $140.28 1,398,342 $181

52 Week Range Day Range Avg. Volume (3m) Div. Yield
§12259 §14827 13851 §14028 N/A 128%

fmbol  Wame Holdings  aBgy/ ABT/ AMGN/ DHR/ PFE/ TMO/ UNJ MRK/ LY/ UNW/ XLV
LLY Eli Lilly and Co 11.33%
i Je o [ o s P [ o] 8
UNH UnitedHealth Group Inc 8.36%
IRV < J oo o J on Jaos oz f oaf s Jow fom o Y
" wson W o for [ oo [ o oo [ | oo [ fon oo I
Y . | [ - [ o] [ [ [
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XLV (Health Care) / 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.

The selloff that began on Wednesday reversed some of the market?s very short-term overbought
conditions. Several sectors, including bonds, are oversold and will likely bounce soon. While the
longer-term deviations remain extreme, suggesting we could see a deep correction at some point,
most markets and sectors are on BULLISH BUY signals. Given this is weekly data, those bullish
buy signals suggest that asset prices will likely be higher than lower in the coming months.
Therefore, correction processes should be used to increase equity exposures when oversold levels
are present.
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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)
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Fundamental & Technical Strength
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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

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

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

Have a great week!


https://simplevisor.com/
https://realinvestmentadvice.com/retirement/participant-solutions/#401k-Plan-Manager

