+ RIA

Bisruption

0t Gonhdence

Beal Tovestmenit Roport

Review & Update
Prepping For Action
Q&A Videos

Sector & Market Analysis
401k Plan Manager

Follow Us On: Twitter, Facebook, Linked-In, Sound Cloud,5eeking Alpha

Short-Term Sell Signal Deepens

As noted last week:
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"The weakness in the market previously, combined with the threats between the U.S.
and North Korea, led to a fairly sharp unwinding in equities on Thursday which in turn
triggered a short-term sell signal. That sell-off has remained confined to the current
bullish trend line but has threatened to violate the 50-dma. If the market is unable to
regain the 50-dma on Monday, and remain above it for the balance of the coming
week, the most likely move in the markets will be lower."

$SPX 58P 500 Large Cap Index INDX @ StockCharts.com
13-Aug-2017 12:43pm | Open 2427 54 Hig||1 243050 Low 242060 Last 2439_fg Chg +5.55 (+0.30%) &

NRSI(PJ 42.12 | |
B el ’

1~|$1 Trillion C.R.,
I "TrumpCare” I
|

1 L |OPEC Meeting

Trump Tax Cut Hopes| 77— 10
| | 'l L Fed Hlkesﬂates LMJ

Economic
Yellen Council 4202

I
|
I
1 | 1 7
|
|
|
| Tesﬂmony Qu“;g a0

|
W $5PH (Daily)12439.59

[N TNET) At Tl |

Resistance

IV HECY
—marsoh z450,171
ihalirk undef |

CurrentSupport i
| |
1

I
1
I
I
|
[IYI l}ﬂlﬂTq"mhF uﬂl ' ",--"1".; I N. Korea i
I : !
Fed Questions Threats 2375
' '|Valuations
/| Comey "Nothing
/I Burger" & UK
/| |Gridlock
T

Critical Support,

(2346 .87
2325

&

T = 1
-

=
-
=
=
—p——————
1 3
— T
— .

2300

2275

Comey Memo -
Gap downside break
below 50-dma. Sell
signal issued.

2250

2225

2200

2175

2150
1952927

2100

=]
e Ty Sy ——
=
=

ot | How | Dec 12017 Feb
26099 11 *'3.8?2 SEL B -
P ,

Sep

- —— ——

25
20
15
10

3872

41134
45,006

-10
| 15
Sep Oet Naw Dac 2017 Feb Mar Apr May Jun Jul Aug Sep

| have updated the chart above through Friday afternoon. | followed that analysis up on Tuesday
stating:
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"On Monday, the market surged out of the gate as headlines suggested
'‘geopolitical risk'shad subsided.l find this particular explanation hard to digest, given
the rising rhetoric of a potential trade war with China, violence in Charlottesville over the
weekend, no resolution with North Korea, etc., so forth, and so on. | find little evidence
of a global turn in geopolitical stresses currently. Monday?s 'buy the dip'sfrenzy was no
different.The question will be whether the market can both reverse the short-term
‘'sell signal'sand climb above the previous resistance of the old highs3Such a
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reversal would end the current consolidation process and allow for additional capital to
be invested.”

That was so last Tuesday...

The reversal, at least to this point, was not to be the case. Exactly one week after last week's sell
off, the market dumped again. This time it was the news of the complete dismemberment of
President Trump's "economic council" of CEO's along with the rumor that Gary Cohn would be
exiting his position at the White House as well. While the latter turned out to be #FakeNews, the
damage had already been done as market participants began to question the ability of the
Administration to get its promised legislative action advanced. Given the run up in the markets
since the election, which was based on tax cuts/reform, infrastructure spending,
repatriation and repeal of the Affordable Care Act, the lack of progress on that agenda has
left the markets pushing higher on "hope" and "promises."*The disbanding of the economic
council has led to some disruption of that confidence. Importantly, with the market currently on a
weekly sell signal, it also compounded the bulls problems by breaking the bullish trend line that
begins in February of last year.
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This is not a "panic and sell everything” signal....yet. It is, however, a potentially important change
to the bullish backdrop of the market in the short-term particularly given the ongoing deterioration in
the internal participation in the market. Note that when sell signals have been triggered from
similarly high levels (vertical red dashed lines), subsequent corrections have been fairly brutal.
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Previously, | questioned whether, or not, to "buy the dip?"

"My best guess currently is - probably. But not yet."

| also stated the following two reasons for that sentiment:
1. Bull markets don't typically end when the mainstream media is "peeing down both legs" over
the 1.5% drop on Thursday.e
2. The bullish uptrend remains intact and "fear" gauges remain confined to a downtrend.

This remains this week as well. The sell-off, so far, remains contained above the previous
bullish breakout to new highs and remains above current price support levels. Furthermore,
while volatility did pick up a bit on Thursday, it has not exceeded last week's volatility spike

suggesting traders are less worried about a correction than media headlines makes it appear.
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As noted last week, | still believe this to be the case currently:
"The market remains confined within its overall bullish trend while volatility remains
confined to downtrend. Given this backdrop, | would suspect that current weakness
will result in an internal rotation of sector participation as 'bulls' continue to
ignore the mounting risk of deteriorating of reported EPS growth, weak revenue
growth, slowing economic growth and fading realities of positive legislative
agenda coming to fruition."s

Prepping For Action

Last week, | stated that in our core portfolios,we would wait foreonfirmation the current sell-off
has abated before adding additional risk exposure to portfolios.e

"In recent years, such market tantrums have been very short-lived and have provided
opportunistic entry points for increasing equity-related exposure. However, EVERY
TIME is DIFFERENT, so it is always important to NEVER ASSUME the outcome
will be the same as the last. That is how you wind up losing a lot of money."

From a technical basis, there are two potential outcomes as shown below:
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Scenario 1:sThe market regains its footing next week and rallies strongly enough to break above
the downward trending levels of previous rally attempts. Such action would confirm the bullish
trend remains intact and would provide the opportunity to rebalance equity exposure to
model weights accordingly.sScenario 2: The market rallies to the upwardly sloping "bullish trend
line" that began with the election of President Trump. The rally fails at resistance and turns lower.
Such a failure would confirm the current short-term bullish trend has likely concluded
leading to a reduction of equity exposure, increases in cash positions and fixed income,
and a reduction in overall portfolio equity risk.sWhat To Do Now | made a mistake following
Monday's rally by adding mildly to underweight positions in portfolios. Those positions are
now under direct threat of being stopped out with the current action. That is part of the investing
process, not everything always works out as we plan. However, we are now actively reviewing all
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of our portfolios, and positions, in order to be prepared to take action depending on what happens
given our two scenarios above. As | have addressed previously, managing a portfolio is very
much like managing a garden. It isn't about taking drastic action to be "all in," or "all out,"
but rather planting and harvesting according to the season.

Prepare the soilfaccumulate enough cash to build a properly diversified allocation)
Plant according to the season¢tbuild the allocation given the right ?season?)
Water and fertilize¢add cash regularly to the portfolio for buying opportunities)
Weed¢sell loser and laggards, weeds will eventually ?choke? off the other plants)
Harvestftake profits regularly otherwise ?the bounty rots on the vine?)

Plant again according to the season¢add new investments at the right time)

ogkwnNE

So, with this analogy in mind, here are the actions to continue taking to prepare portfolios for the
next set of actions:

Step 1) Clean Up Your Portfolio

Tighten up stop-loss levels to current support levels for each position.
Hedge portfolios against major market declines.

Take profits in positions that have been big winners

Sell laggards and losers

Raise cash and rebalance portfolios to target weightings.

aprwOdE

Step 2) Compare Your Portfolio Allocation To The Model Allocation.

Determine areas requiring new or increased exposure.

Determine how many shares need to be purchased to fill allocation requirements.
Determine cash requirements to make purchases.

Re-examine portfolio to rebalance and raise sufficient cash for requirements.
Determine entry price levels for each new position.

Determine ?stop loss? levels for each position.

Determine ?sell/profit taking? levels for each position.

NogakwNE

(Note: the primary rule of investing that should NEVER be broken is:?Never
invest money without knowing your 'sell points' when you are both wrong AND
right.?)

Step 3) Have positions ready to execute accordingly given the proper market set up.sIn this
case, we are looking for a failure at the bullish uptrend to begin to execute Step (1) above.
IMPORTANT NOTE:*Taking these actions ha3WO specific benefitsedepending on what happens
in the market next.

1. If the market pulls breaks back above resistance and confirms the bullish trend,the
actions have cleared out the?weeds?+and allowed foPnew planting?eto benefit from the next
advance.

2. If the market fails and suggests further declines to come,shen the reduction of®risk?
protects the portfolio against any substantial decline.

No one knows for sure where markets are headed in the next week, much less the next month,
quarter, year, or five years.What we do know is that not managing risk in portfolios to hedge
against something going wrong is far more detrimental to the achievement of long-term
investment goals due to the inability to recover the®time?lost getting back to even.See you
next week.




NEW! Commonly Asked Questions

Each week | receive a tremendous amount of emails from our readers asking questions on various
topics. Often, depending on what is happening in the market, | will receive several versions of the

same question. Our new venture of Real Investment News is now working with us to provide short
video presentations answering these "commonly asked questions."sl hope you find these beneficial.

GOT A QUESTION YOU WANT ANSWERED: Send Me An Email

Market & Sector Analysis

Data Analysis Of The Market & Sectors For Traders

S&P 500 Tear Sheet
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SEP 500 Asset Allocation
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. . DIV. . Forward
Price Weight 1 Earnings Forward
Return Yield Earnings
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Performance Analysis
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Year To Date Performance
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ETF Model Relative Performance Analysis

RELATIVE Current Model Position Price Changes Relative to Index SHORT  LONG  %DEV-  %DEV-  Buy/Sel

Ticker  ETF NAME fWeek | 4Week |12Weeks| 24Weeks | 52Weeks | WMA WMA  ShortM/A LongM/A  Signal
(1.73) 042 1.78 1141 245,86

SPOR-MATLS SELS 1.08 0.21 (148) 519 5285 #VALUE! #vAaLUE  BUY
SPOR-EGY SELS [6.86)  [(15.22)  (22.60) 65.32 66,99 #VALUE #vALUE  SELL
XLF SPOR-FINL SELS 2462 015 1.00 3.86 (3.19) (8.57) 4.52 2406 #VALUE #valE  BUY
XL SPOR-INDU SELS 67.15 (0.45) (0.64) (0.53) 2.66 65.24 6646 #VALUE! #vAaLUE  BUY
XLK SPOR-TECH SELS 5107 055 1.03 618 1026 56.53 5386 #VALUE #vAaLUE  BUY
XLP SPOR-CONS STPL 55.20 074 1.95 [2.72) [10.60) 560 B464 #VALUE  #VALUE  BUY
LU SPOR-UTIL SELS 54.50 2.01 4.00 y [2.70) B3N 5149 #VALUE #VALLE  BUY

Price

SECTORS

WLV |SPORHLTHCR B0 | p17) (%) 12 o] mH 757 sALE sALE BUY
ALY  |SPORCONSDISCR | 8825 | (119 (143 o] w3 ms smwE saLE BUY

TACTICAL

MGK VANGD-MGCAPGR | 10138 023 03

IR ISHARS-SPSCR0D | 6747 | (o9 (5.51) 6992 6930 #VALUE #VALUE  BUY

Equal Weight Market |rsp GUGG-SPEEQETF | 9158 | (016)  (116)  (0.89) (2.66) 0302 943 EVALUE  BVALUE  BUY
Dividend viG VANGDDIVAPPRC | 9203 | [o1g)  [0.05)  (0.94) (3.81) 043 Q061 AVALUE  HVALUE  BUY
Real Estate VNQ  |VIPERS-RE 8249 | 071 (013 (p3s) DRCEEINITED) 8346 8345 #VALUE #VALUE  BUY

v ISHARS-INTL SD kXA 136 038 (0.27) (0.42) 3316 A8 #VALUE  #VALUE BUY

446 4 10162 9689 #VALUE #VALUE  BUY

SIZE

International
W0 VANGD-FTSEEM 4303 2.06 274 4.25 8.72 112 .0 4001 #VALUE  #VALUE BUY
Intermediate Duration |TLT ISHARS-20+YTB 12662 | 075 247 2,12 GRRE| 1482 12228 SVALUR AVALUR BUY
International BNDX  |VANGDTTLINTE | 5474 | o051 219 (027) GEEON| BB 5426 BVALUE VALUE  BUY

High Yield

HYG HVALUE!

|SHARSJBX HYCB @37 (10.10) : #VALUE!
VANGD-SHT TRM B

Sector & Market Analysis:

This past week, as noted above, the markets lost ground as concerns over legislative agenda
arose. With the S&P 500 having broken its election uptrend, and the 50-dma, concerns over the
stability of the current bull market are rising.
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Staples, Utilities, and Technologyeontinued to perform better this week relative to the S&P 500
index itself and its other sector brethren. However, that outperformance is beginning to show signs
of deterioration. Industrials, Materials, Health Care, Financials, and Discretionarywere weaker

on a relative basis and broke their respective 50-day moving averages putting each sector on
"alert" status. While bullish trends remain intact, those trends are coming under attack so it is
important to tighten up stop levels, watch sector rotation and leadership changes. Energy ? That
Didn't Last Long. As | noted two weeks ago:

"Wait?WHAT IS THAT? Over the last few months, | have been discussing the declining
trend of energy stocks due to the weakness in oil prices.With both extremely
oversold, we finally saw a rash of short-covering this past week pushing both the
commodity and energy sector higher. It is still TOO early to institute positions in
oil as we need to see oil prices stabilize above $48/bbl.Also, estimates for energy
companies are being rapidly slashed for the rest of the year so we need to see
stabilization there as well.However, with that said, energy is back on the radar for a
potential entry point. Let?s give it another week and reassess our positioning

next week."

Not only did oil prices not hold $48/bbl, energy stocks blasted to new lows. We continue to remain

out of the sector entirely.e
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Small and Mid-Cap stocksbkoth cratered this week. With these sectors now deeply oversold, we
are looking for a failed bounce to exit positions and raise cash. The violation of monthly month
support suggests more trouble ahead, but we will opportunistically look for a reasonable exit.


https://realinvestmentadvice.com/wp-content/uploads/2017/08/CandleGlance-Indicies-081817.png

Emerging Markets and International Stocksas | noted several weeks ago:

"Theebullish 'buy point'soccurred which allowed us to add international exposure to
portfolios. However, the subsequent explosion of these sectors higher reduces the
opportunity somewhat until there is some correction to work off the excessive
overbought condition."”

The sell-off this week pulled these sectors back to support, however, they are not oversold on a
short-term basis to maximize an entry point. We will watch next week for an opportunity to
increase/add exposure to international markets to portfolios.

Golde? is once again trying to muster a rally from extremely oversold conditions. There is a good bit
of work to do before this sector becomes interesting, but the move last week above the 200-dma
does put the commodity back onto our radar for now. Gold is currently very overbought and
trapped within a consolidation range marked by previous failures. We will watch for further
developments next week. S&P Dividend Stocks,after adding some additional exposure recently
we are holding our positions for now with stops moved up to recent lows. The sell-off last week
pushed the sector below its 50-dma but is currently holding support while having become oversold.
We may be afforded an entry opportunity next week if the market firms up. Bonds and REIT?s |
noted previously:

"With inflationary pressures declining on every front, the most likely path for rates is
lower.9he drop in bond prices back to support can allow for adding bond
exposure to portfolios if needed.*Any push back towards 2.4% continues to be an
ideal zone to add bonds and REIT?s to portfolios."

The push higher in rates did allow us to add bond exposure to portfolios. REIT's, however, have not
provided a good opportunity to add exposure despite holding onto support. We did take profits in
bonds last week as they have become VERY overbought so we are looking for areversal in
rates soon, which will be subsequent with a short-term market rally, to add additional
exposure to bonds and rebalance equity exposures accordingly.e

Sector Recommendations:

The table below shows thoughts on specific actions related to the current market
environment.e

(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.)
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LY Discretionary 0S Positive  Positive Warning Warning - 50 dma Broken
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h (1 Industrials 0S Positive  Positive Warning Warning - 50 dma Broken
XLB Materials 0S Positive  Positive Warning Warning - 50 dma Broken
XLE Energy 0S Negative Megative No Position X No Position/Watching
XLp Staples OB Positive  Positive Warning Warning - 50 dma Broken
v Health Care 0S Positive  Positive Warning Warning - 50 dma Broken
XL Utilities OB Positive  Positive  Take Profits Take Profits
XLF Financials 0S Positive  Positive Hold Warning - 50 dma Broken
§5ML  Small Caps 0S Positive  Positive ALERT Warning - 50 & 200 dma Broken
EEM  EmergingMkt  Declining Positive  Positive Hold Take Profits
EFA International Declining  Positive  Positive Hold Take Profits
GLD  Gold OB Positive  Megative  Improving X No Position/Watching
DV Int'l Dividend Declining  Positive  Positive Warning Take Profits
MDY  MidCap 0s Positive  Positive ALERT Warning - 50 & 200 dma Broken
sDY SP500 Dividend 05 Positive  Positive Warning Warning - 50 dma Broken
LT 20+ Yr. Bond | OB | Positive  Positive Hold Take Profits
VNQ  RET's Declining  Positive  Positive Warning Warning - 50 dma Broken
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Portfolio Update: | have noted over the last few weeks that:

"The bullish trend remainsepositive, which keeps us allocated on the long side of the
market for now. However, more and more 'red flags'eare rising,as noted above with
WARNINGS popping up across sectors and markets. While warnings are just that, a
warning, it does suggest a bigger correction may be in the works over the next couple of
months. Let's pay close attention.”

Those warnings are beginning to weigh on broader market performance which now has our
portfolio monitoring on "full alert.” It is critically important for the market to regain their footing next
week and return back to the bullish trend. Any attempt that fails will lead to a reduction in
equity allocation models and a further rebalancing of risk. Last week, we took some profits
in both bond related assets and in Utilities as overbought conditions became rather extreme
due to the drop in interest rates. A bounce in the markets from current short-term oversold
conditions should push rates marginally higher where we can look for our next opportunities on the
fixed income side. Stops have been raised to trailing support levels and we continue to look for
ways to "de-risk" portfolios at this late stage of a bull market advance. We remain invested but
are becoming highly concerned about the underlying risk.

THE REAL 401k PLAN MANAGER
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The Real 401k Plan Manager - A Conservative Strategy For Long-Term Investors

Risk Management Analysis
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There are 4-steps to allocation changes based on 25% reduction increments. As noted in the chart above a
100% allocation level is equal to 60% stocks. | never advocate being 100% out of the market as it is far too
difficult to reverse course when the market changes from a negative to a positive trend. Emotions keep us from
taking the correct action.

Bull To Bear Market
Bonds

Bear To Bull Market

Alert Signals Across The Board

Last week, the markets tripped up on worries over rising geopolitical tensions, and rhetoric, with
North Korea. This week, it was disruption and mayhem in Charlottesville, VA. The bullish trends
are now under direct assault which has triggered "alerts" across the board. Currently, longer-
term bullish trends remain intact, but the underlying deterioration in the markets and price
momentum continues to increase. This is not a market currently to be trifled with as the
overbought and overly bullish conditions remain at extremes.eThe time for complacency within
portfolio allocations and risk management may be coming to an end. Importantly, there continues
to be a high degree of correlation between all asset classes. This is particularly disturbing as such
a degree of correlation suggests that diversification will not shield investors against losses. This is
why we continue to reiterate a regular reassessment of portfolio related risk and positioning. Stop
loss levels should be moved up accordingly. If you need help after reading the alert; don?t hesitate
to contact me.

Current 401-k Allocation Model

The 401k plan allocation plan below follows the K.I.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.)

Current 401k Allocation Model

Cash + All Future Contributions

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

Fixed Income (Bonds)

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

[ 007 Equity (Stocks)

The vast majority of funds track an index.

B PR | [ A 11 1 I S N [ | A [

Current Portfolio Weighting

A\ 100%
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401k Choice Matching List

The list below shows sample 401k plan funds for each major category. In reality, the majority of
funds all track their indices fairly closely. Therefore, if you don't see your exact fund listed, look for
a fund that is similar in nature.

Common 401K Plan Holdings By Class

Cash Stable Value Equity
Money Market Large Cap Vanguard Total Stock Market
Retirement Savings Trust Vanguard S&P 500 Index
Fidelity MIP Fund Vanguard Capital Opportunities
G-Fund Vanguard PrimeCap
Short Term Bond Vanguard Growth Index
Fidelity Magellan
Fixed Income  Pimco Total Retum Fidelity Large Cap Growth
Pimco Real Retum Fidelity Blue Chip
Pimco Investment Grade Bond Fidelity Capital Appreciation
Vanguard Intermediate Bond Dodge & Cox Stock
Vanguard Total Bond Market Hartford Capital Appreciation
Babson Bond Fund Amerncan Funds AMCAP
Lord Abbett Income Amencan Funds Growth Fund Of America
Fidelity Gorporate Bond Oakmark Growth Fund
Westem Asset Morigage Backed Bond C-Fund (Common Assets)
Blackrock Total Refum ALL TARGET DATE FUNDS 2020 or Later
Blackrock [ntermediate Bond
Amencan Funds Bond Fund Of America Balanced Funds  Vanguard Balanced Index
Dodge & Cox Income Fund Vanguard Wellington Fund
Doubleline Total Retum Vanguard Windsor Fund
F-Fund Vanguard Asset Allocation
Fidelity Balanced Fund
International ~ American Funds Capital World G&/ Fidelity Equity Income
Vanguard Total Intemational Index Fidelity Growth & Income
Blackrock Global Allocation Fund American Funds Balanced
Fidelity [ntemational Growth Fund Amenican Funds [ncome Fund
Dodge & Cox Infemational ALL TARGET DATE FUNDS 2020 or Sooner
Invesco Infemational Core Equity
Goldman Sachs Intemational Growth Opp. Small/Mid Cap Vanguard Mid Cap Growth
Fidelity Mid Cap Growth
The above represents a selection of some of the most Artisan Mid Cap
common funds found in 401k plans. Ifyou do not see your Goldman Sachs Growth Opportunities
SPECIFIC fund listed simply choose one that closely resembles Harbor Mid Gap Growth
the examples herein. All funds perform relatively similarly Goldman Sachs Small/ifid Cap Opp.
within their respective fund classes. Fidelity ,LDW Price Stock Fund
Columbia Acom US
Federated Kaufman Small Cap
Invesco Small Cap
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