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Lets Knock On Wood

We haven't written lately on Cathie Wood and her ARKK Innovation ETF. But given the popularity
of her funds, their horrendous results over the last three years, and Wood's preposterous claims,
let's knock on Cathie Wood and ARKK.

Wood started the ARKK fund and others in 2014. The flagship fund, ARKK Innovation Fund, seeks
long-term growth through investments in disruptive companies. In the stock market rally of 2020,
ARKK flourished. Consequently, its assets (AUM) rose from $2 billion at the start of 2020 to its
peak of $28 billion in early 2021. ARKK's AUM today is $6.2 billion. Her fund was the poster child
for the 2020 meme stock rally and has since become one of the worst-performing ETFs. Wood's
promises of outsized returns drove speculation in her fund. To wit is a comment from the fund on
December 17, 2021:

?With a five-year investment time horizon, our forecasts for these platforms suggest
that our strategies today could deliver a 30-40% compound annual rate of return during
the next five years. In other words, if our research is correct ? and | believe that our
research on innovation is the best in the financial world ? then our strategies will triple to
quintuple in value over the next five years.? -Cathie Wood

The graph below shows the fund's poor performance, which is even more troublesome when
compared to her claims and the Nasdaq (QQQ). The point of knocking Cathie Wood and ARKK is
to highlight that narratives and market actions can be substantial and, in the longer run, damaging
to investor returns. As our ARKK example shows, reality always catches up with stocks; it's just a
guestion of when.
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What To Watch Today

Earnings


https://www.ark-invest.com/articles/market-commentary/innovation-stocks-are-not-in-a-bubble/

¢ No notable earnings announcements today.

Economy
Time Event Impact Actual Devo Consensus Previous
FRIDAY, MAY 31

12:30 MEUSD (C:[:re)Personal Consumption Expenditures - Price Index (MoM) — 0.3%  0.3%
12:30 MEUSD Core Personal Consumption Expenditures - Price Index (YoY)(Apr) N 2.8% 2.8%
12:30 MEUSD Personal Consumption Expenditures - Price Index (MoM)(Apr) [ 0.3% 0.3%
12:30 MEUSD Personal Consumption Expenditures - Price Index (YoY)(Apr) [ 2.7% 2.7%
12:30 BEUSD Personal Income (MoM)(Apr) [ ] 0.3% 0.5%
12:30 MEUSD Personal Spending(Apr) [ 0.3% 0.8%
13:45 ®EUSD Chicago Purchasing Managers' Index(May) [ 41 37.9
17:00 MEUSD Baker Hughes US Qil Rig Count - - - 497
19:30 BEUSD CFTC Gold NC Net Positions - - - §229.8K
19:30 MEUSD CFTC Oil NC Net Positions - - - 219.3K
19:30 MEUSD CFTC S&P 500 NC Net Positions - - - §-22.8K
22:15 BEUSD Fed's Bostic speech ]

Market Trading Update

There are many narratives surrounding Bitcoin, from a shield to Government overreach to the
future of digital money. However, regardless of your opinion on the cryptocurrency, it is a terrific
"risk on" proxy.
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From a technical perspective, Bitcoin recently ran to the top of its 2-standard deviation range and
has likely started a short-term correction. With a MACD sell signal close to triggering, a reset of
$60000 is likely as Bitcoin remains in a fairly wide trading range following the Bitcoin ETF buying
frenzy.
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Given Bitcoin's history of being a good "risk on/risk off" proxy, if Bitcoin breaks below critical
support, we should likely expect the broader market to follow suit. In such a case, we would likely
see momentum trade shifting to a more defensive group of stocks in the index.

Just something we are watching.
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The South Park Investment Curse

We stumbled across an interesting article showing an odd correlation between stocks mentioned
on the TV show South Park and poor stock performance. Per the article:

Brent Donnelly, president of Spectra Markets, did the leg work and found that once a
company or its product is featured prominently on an episode of the animated comedy
series, its stock tends to underperform the S&P 500 by 7 percent over the following 12
months.

There may be some logic to the correlation. For instance, if a company's product is popular but
absurd, as is sometimes the case with South Park plot lines, might its market value also be too
high? The table below from the article shows stocks featured on the show since 1998. While the
average results affirm the author's theory, the variance of returns is substantial.


https://realinvestment.wpenginepowered.com/etf-fund-flows-confirm-what-we-knew/
https://tinyurl.com/BBR-2023
https://sherwood.news/markets/did-south-park-ozempic-glp1-stocks/?utm_source=twitter&utm_medium=organic_social&utm_campaign=sherwood_20240529

Parformance minus SPX

GDP Revised Lower

Monday's Commentary shared information on the recent spate of economic data revisions lower.

Date South Park Eplsode Taplc Trade Ticker |3m later |6m later 1:::
5/24/2024 The End of Obesity oremple Move Nordisk | NVO US
V272023 Jining the Panderverse Wioke Disney Disney 0I5 LIS 1.1% 19.6%
/82023 Desp Learning ChatGin Microsaft MEFT LIS
6/1/2022 This Streaming Wars Streaming Mrfli MFLY LIS
G1/2027 The Streaming Wars Straanming Digney DIS LS |
ANO2021 | South Parc) Vaccination Special WaCCIngs Plizer FFE LIS 3.5 18.8% [ 32.6%
2021 | Souch ParQ Maccination Special Wacings Walgreens WEA LIS
Q30,2020 The Pandemic Special COVID [Higney DIs US
9/25/2019 Mexican Joker MadMin vt Tegridy Farms Medien MMEMN LIS
12/4/2019 Basic Cable Cable va. stréarming Coameast CMESA LS
12/5/2018 Unfulfilled Amazan comid to Sauth Park Amazron AMZN US| 010 0.4% -3,3%
104172018 Tegridy Farms Wisircl Tilray TLRY LIS
10 B200 T Hummels and Heraln Oplolds Mallinkrode MME LIS
12T Franchise Prequel Fake nesws Facebook META LIS
10/21/2015 Sale Space Twittes bullying Twltter TWTR US| «35.9% | -44.6%
10/1472015 You're Mot Yelping CAPUMIEN ©eviiws rastaur s Yelp YELPUS | BA% -16.2%
11/20/2013 A Song of Ass and Fire Playstation 4 ete. Micrasoft MSFT US| -1.5% 3.0% 17.2%
1IM3203 Black Friday Sony Plagstation mania Sony SONY US| -5.7% B.2% 0,6%
111302013 Black Friday Sany Plagstation mania Micrasoft MSFT US | -2.6% 0,5% 18.6%
W22 3 Infarmative CENSORED Cable company runasaund lime Warner WX LIS -4,0% -12.8% 0.2%
3212012 Cash for Gald Cartman kaurehes a shoppng charmel | Liberty Media  |[QRTEA US| -10.1% 6.4% 16.1%
5/25/2011 Crack Baby Athletic Association Sports Video Games Electronic Arts EA US -0.7% 3.0% -39,0%
5A18/2011 T.M.I. Feden Shipping offices get Laen over FedEx FOXUS | -3.5% 0% | 8%
12/8/2004 Cartman’s Incredible Gift KFE wsir dress Yum Brands YR LIS FAL: 11.0% -1.6%
121/2004 CENSORED Fariz HiKon and the objectification of momen Matel MAT US B.an -394 20.4%
1132004 Somathing Wall-Mart This Way Comes Wall-bart commes 1o South Park Walmart WMT LS -5,2% -15.5% -21.3%
352402004 Up the Down Steroid Sternids Tewva TEWA US 6.7% -14.7% -8.4%
4/19/2000 Timmy 2000 Ritalin Novartis NVS US 6.0% 14.9% 30.4%
A 4999 Spontanecus Combustion Wiagra Pfizer PFEUS | -2B.3% | -17.2% | -27.0%
12161998 Gnomes Harbucks comas to South Park Starbucks SBUX US 5.5% _ -24.1%
Average| -4% 6% 6%
Median | 0% -T% “T%
Win% 52% 41% 39%

First quarter GDP is now included. It fell from 1.6% to 1.3% yesterday. As shown below, the

revision was driven by a sizable downward revision of consumer spending. The price indexes also
ticked lower by 0.1%. While the first quarter is weak, there are no indications that such weakness
will be sustained in the second quarter. Currently, as we share in the second graph, the Atlanta

Fed's GDP Now is running at 3.5% for the second quarter.


https://realinvestment.wpenginepowered.com/wp-content/uploads/2024/05/southpark-stats.png
https://realinvestment.wpenginepowered.com/food-also-points-to-slowing-personal-consumption/
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Evolution of Atlanta Fed GDPNow real GDP estimate for 2024: Q2
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Sources: Blue Chip Economic Indicators and Blue Chip Financial Forecasts
Note: The top (bottom) 10 average forecastis an average of the highest (lowest) 10forecasts in the Blue Chip
survey.



https://realinvestment.wpenginepowered.com/wp-content/uploads/2024/05/gdp-revisions.jpg
https://realinvestment.wpenginepowered.com/wp-content/uploads/2024/05/gdp-now.gif

Tweet of the Day

£, Carl Quintanilla
5V @carlquintanilla
JPM DESK: “. pullbacks are a normal occurrence (~3x per year of 5%) but
a correction is only likely to occur if there is a fundamental change to the
bull case. My current bull case is based on at/above-trend GDP growth

(1.7% or higher), positive EPS growth, and a paused Fed. As of now, there
is not much data that refutes this hypothesis.

“. That said, bond yields do matter to Equities and if we see the 10Y yield
make new YTD highs (4.70% on Apr 25, 2024) then that may add some
headwinds to stocks, in the absence of new news; but, the more critical
level is 5% which would represent a new high for this hiking cycle (4.99%
on Oct 19, 2023).”
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?Want to achieve better long-term success in managing your portfolio? Here are our 15-trading
rules for managing market risks.?

Please subscribe to the daily commentaryto receive these updates every morning before the
opening bell.



https://realinvestment.wpenginepowered.com/wp-content/uploads/2024/05/market-correction-and-rates.png
https://realinvestment.wpenginepowered.com/riapro-15-investing-rules-to-win-the-long-game/
https://realinvestment.wpenginepowered.com/riapro-15-investing-rules-to-win-the-long-game/
https://email.realinvestment.wpenginepowered.com/h/r/A7CA8344DBDF34FD2540EF23F30FEDED

If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.



