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Are you worried about the potential for a market correction, a surge in inflation, or are you
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Bulls Buy The Dip

Last week, we discussed that as the market hit new highs and the index returned to more
extended and overbought conditions, a correction was likely. To wit:

"Analysts have set a very high bar for the markets to hurdle, given already lofty
valuations. With indices already well-stretched above their historical means, there is
much room for disappointment. With the currently very overbought short-term
market, a 3% to 10% correction this summer remains likely."


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://realinvestment.wpenginepowered.com/
https://realinvestment.wpenginepowered.com/earnings-kick-off-with-markets-priced-for-perfection-07-16-21/
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Well, between Friday and Monday, the market did sell-off by 3% to touch the 50-dma. However, at
that point, "dip buyers" emerged to chase the market back to new highs. While this does indeed
negate any short-term bearish action, it is worth noting two things (shown below):

e The volume of the rally was extremely light; and,
¢ The sell-off was too shallow to reverse the underlying technical concerns.


https://realinvestment.wpenginepowered.com/wp-content/uploads/2021/07/SP500-Index-071521.png
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The good news is that the lack of real progress over the last couple of weeks did work off most of
the "money-flow sell signal,” which preceded the selloff. If the market can continue to maintain its
more bullish posture, this should reverse our signals as early as next week.


https://realinvestment.wpenginepowered.com/wp-content/uploads/2021/07/SP500-MarketUpdate-072321.png
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While the upside remains somewhat limited, given the already substantial advance this year, it 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.

Economist Hyman Minsky argued that during long periods of bullish speculation, the excesses
generated by reckless, speculative activity eventually lead to a crisis. Of course, the longer the
speculation occurs, the more severe the crisis will be.

The Next Minsky Moment

Minsky argued there is an inherent instability in financial markets. He postulated that
abnormally long bullish cycles would spur an asymmetric rise in market speculation. That
speculation would eventually result in market instability and collapse. Thus, a ?Minsky

Moment? crisis follows a prolonged period of bullish speculation, which is also associated with
high amounts of debt taken on by both retail and institutional investors.

One way to view ?leverage? is through ?margin debt,? and in particular, the level of ?free cash?
investors have to deploy. In periods of ?high speculation,? investors are likely to take on
excess leverage (borrow money) to invest, which leaves them with ?negative? cash
balances.


https://realinvestment.wpenginepowered.com/wp-content/uploads/2021/07/SP500-MoneyFlow-072321.png
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While "margin debt" provides the fuel to support the bullish speculation, it is also the
accelerant for the reversal when it occurs. Periods of low volatility, and steadily rising prices,
lead to market complacency. As noted, the last period where we saw similar levels of low volatility
was 2017.
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Of course, that low-volatility period in 2017 didn't last long. The "Minsky Moment" arrived in 2018
and lasted through 2020 as price swings punctuated the markets. While this current low-volatility
regime can certainly last a while longer, it is likely naive to believe the next "Miskey Moment" will be
any less punishing than the last.

$SPX S&P 500 Large Cap Index INDX @ StockCharts.com
23-Jul-2021 Open 4351.20 High 4415.15 Low 4351.20 Close 4411.79 Chg +44.31 (+1 D1%)A

q W ww r"”‘\ Ml w 1Y

i}
=1

|l'

-g0

i)

3100
3000
2800
2800
2700

W S&P 500 Large Cap Index (Daily) 4411,79 4400
= =MA[200] 39148 4300
—MA50] 4256.50 4200
4100

4000

3300

; 2800

‘r 3700

/// 3600

3500

3400

‘{ﬂ“p .‘(l P. 2200

LOW VOLATILITY LOW VOLATILITY [ LOW VOLATILITY  sz00

2600
2500
2400
2300

2200
2100

02Sep0:2,18276 H: 218494 L- 217748 C:2181.30 V- 2201857120 ¥:416730H D19 F M A M J J A 3 0O HD20 FM AMJI J A SO ND2IFMAMIIA o

The last time | wrote about a"Minsky Moment," here was my conclusion.

"Professor Minsky taught that markets have short memories and they repeatedly
delude themselves into believing "this time is different.” Sadly, judging by today?s
market exuberance, once again Minsky is likely to be proven correct.

All that is missing is the catalyst to start the ball rolling.

An unexpected recession would more than likely do to trick."

That was February 2020, one month before the recession began.

Tired of trying to self-manage your 401k plan?

Let do it for you. Get started now

Trading Sardines

"In 'Margin of Safety," Seth Klarman tells a story about the market craze in sardine
trading. One day, the sardines disappeared from their traditional habitat off of the
Monterey, California, shores. Due to their scarcity, commodity traders bid up the price of
sardines. Prices soared.


https://realinvestment.wpenginepowered.com/wp-content/uploads/2021/07/SP500-5-Year-Chart-072121.png
https://realinvestment.wpenginepowered.com/macroview-the-next-minsky-moment-is-inevitable/
https://realinvestment.wpenginepowered.com/connect-now

Eventually, along comes a gentleman who decides to treat himself and opens up a can
of sardines and eats them. He immediately gets ill and tells the seller the sardines are
no good. The seller quickly responds, 'You don't understand. These are not eating
sardines; these are trading sardines!"™ - Doug Kass

On Monday, the market sold off over fears of the "Delta variant."(Someone ate the sardines.) On
Tuesday, as the market touched the 50-dma, computer algorithms furiously "traded sardines."

Such is not an investor's market. Rather, it is a market fraught with speculative frenzy as investors
fear "missing out" more than "losing capital.”

In the short term, speculation seems "normal.” However, as the price advances, the underlying
valuations become an inherently more significant drag on outcomes. Currently, those valuations
exceed levels rarely witnessed in history. (Table courtesy of Tavi Costa of Crescat Capital)

S&P 500 Valuations

i Model Factors Most Recent Value Historical Percentile
Median EV to Sales (Ex-Financials)

US Total Market Cap to GDP 170%
EV to Free Cash Flow Margin-Adjusted (Ex-Financials) 48.8
Median Price to Sales 2.8
Median Price to Book 3.9
Median EV to EBITDA (Ex-Financials) 15.0
{Aggregate EV To Sales 3.0
Aggregate EV to Trailing 12M EBITDA 17.5
Aggregate EV to 2021 EBITDA Estimate 159
_ m:te Price to 2021 Book Value Estimate 8
Aggregate Price to Tangible Book Value 12.8
Aggregate Price to Eamnings 27.9
Cyclically Adjusted P/E (CAPE) 32.9
Aggregate Price to 2021 Earnings Estimate
Aggregate Price to Book -

 Somani - Bloomberg, ¥ade [ Rodeert Shalled, dobe Muaman * Mty o of Mowembeed of 2000 020X Crearat Capatsl UL

If you are a long-term investor, it is becoming more critical to understand the risk you are
undertaking. Likewise, if you are a trader, it is essential to determine what type of trader you are.
As Doug concluded:

"In terms of trading, more than ever, it's important to remember that there are two kinds
of traders:

e Those who are humble.
e Those who are going to be humbled.

Remember those words because, despite the appearance of the many talking heads in
the business media who regal in the reversal of Monday's losses and consecutive
winning trades. The stock market is likely to grow more difficult and narrow in the
months ahead.”

The Fed's Power



Over the past few years, Michael Lebowitz and | have written many articles discussing the perils of
excessive monetary policy. These perils range from slower economic growth, excessive
speculation, the formation of asset bubbles, and wealth inequality. The last point is most important.

Wealth inequality is the catalyst behind the calls for socialism, the increase in riots, and racial
tensions. When individuals cannot make "ends meet," they begin to lash out at those who
are prospering at their expense. Such is not new but rather a consequence of similar periods of
inequality throughout history. Notably, the wealth gap is directly related to the Federal Reserve
monetary interventions.
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The speculative retail frenzy in the financial markets is further evidence of the Fed's monetary
mistake of creating "Moral Hazard." As Charles Mackay noted in his book on "The Madness Of
Crowds:"

?Essential is the understanding of the role psychology plays in the formation and
expansion of financial manias. From the 1711 ?South Sea Bubble? to the 2000
?Dot.com crash,? all bubbles formed from a similar ?panic? by investors to chase
ongoing speculation.?

On Thursday, Michael Lebowitz and | discussed the ongoing problems of the Fed's
monetary interventions in much greater detail. This discussion includes 10-clips from various
Fed members, Jeremy Grantham, Mohammed EI-Erian, and Howard Marks, to support our views.

https://youtu.be/aHvAXDzeVak?t=595

The problem for the Fed, as discussed, is they have now inflated multiple asset bubbles from which
they cannot extricate themselves. If they try and "taper" monetary policy, the markets panic. With
the entirety of the financial ecosystem more heavily levered than ever, the Fed's most
significant risk is the ?instability of stability.?



https://realinvestment.wpenginepowered.com/neel-kashkari-is-the-definition-of-moral-hazard/
https://realinvestment.wpenginepowered.com/knowledge-vs-experience-why-most-investors-wind-up-losing/
https://realinvestment.wpenginepowered.com/knowledge-vs-experience-why-most-investors-wind-up-losing/
https://realinvestment.wpenginepowered.com/knowledge-vs-experience-why-most-investors-wind-up-losing/
https://realinvestment.wpenginepowered.com/the-fed-the-stability-instability-paradox/

Ultimately, the Fed can choose to reverse monetary policy and navigate the fallout. Or, some
exogenous event will eventually do it for them.

In Case You Missed It

#MacroView: Shortest Recession In History Sets
Up Next Recession

Written by Lance Roberts | Jul 23, 2021

The recession of 2020 was the shortest in history, Given the recession was

cut short by record interventions the next recession is now advanced.

>> Read More

The Fed Is Deflationary

On Thursday, Mish Shedlock penned an excellent post on Lacy Hunt and the inflation argument.
While | suggest reading it in its entirety, the following except supports our recent views on why "
Monetary Policy Is Not Expansionary."

"When debt is already at extreme levels, a further increase in debt leads to an
increase in the risk premium on which a borrower will default suggesting that the
bank or other lender will not be repaid.

In terms of the impact on monetary activities, a drop in the LD ratio means that
more of bank deposits are being directed to the purchase of Federal, Agency and
state and local securities in lieu of private sector loans. The macroeconomic result
is that funds are shifted to sectors that are the least productive engines of
economic growth and away from the high multiplier ones." - Dr. Lacy Hunt


https://mishtalk.com/economics/lacy-hunt-on-debt-and-friedmans-famous-quote-regarding-inflation-and-money
https://realinvestment.wpenginepowered.com/macroview-monetary-policy-is-not-expansionary/
https://realinvestment.wpenginepowered.com/macroview-monetary-policy-is-not-expansionary/
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The shift in "risk preference” by banks is evident. Each time the Fed engages in QE programs,
banks ?hoard? those reserves as the ?risk/reward? of loaning money into the economy is
not justified.
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As we repeatedly stated previously, disinflation is more likely than accelerating inflation.

With the base effects now exhausted, the cyclical, structural, and monetary considerations suggest
inflation will decline by year-end. Thus, the "inflationary psychosis" gripping the bond market is
already reversed as the realization of slower economic growth and disinflation occurs.
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Given that wages are not keeping up with inflation currently, consumers' ability to continue
expanding their consumption "sans stimulus" will become problematic.
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Given we already see cracks in the housing and auto markets, there is likely a deflationary
"payback" coming much sooner than expected.

As Mish concludes

"QE sponsors bubbles and central banks are addicted to it."

The problem with addictions is the eventual "withdrawal."
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portfolio models & more.  TRIAL OFFER

Portfolio Update

We have not made tremendous changes to our portfolio models as of late. We still maintain a
nearly fully allocated equity allocation in our models along with a bond portfolio that remains fairly
short-duration.

As we have been recommending over the last couple of weeks, we have followed our basic rules of
portfolio risk management. We took actions to:

e Take profits in positions that rose sharply and exceeded our portfolio allocation sizing limits.

¢ Reduce positions that were underperforming but still maintain strong fundamental
underpinnings.

¢ Rebalance sector allocations to aligns with our portfolio benchmarks as needed.

About three weeks ago, we noted that we started to increase the duration of our bond portfolios,
expecting a peak in economic activity. Over the last week, the bond market came to agree with our
views, and that increased duration provided a hedge against equity risk. So on Thursday, we
increased our duration again as the 10-year Treasury rate touched and held the 200-dma.

By the end of this year, we expect that we will likely see treasury rates fall below the 1% level once
again as the markets realize artificial short-term economic growth is not the same as real growth.

However, in the short term, we remain focused on our equity exposure. After next week, the bulk of
the S&P 500 will have reported earnings. Such leaves the market vulnerable to August and
September's seasonally weak tendencies.

https://twitter.com/LanceRoberts/status/14181832788346880027s=20

As we have noted over the last several weeks, it has been an exceptionally long period without a
5% correction, or more, in the market. While such does not mean it "MUST" occur, the
probabilities of such an occurrence outweigh the possibilities it won't.

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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3 Month SPY Price SPY RISK INFO A ZACKS B reaLmvesTvenT apvice]

2440 . % Diff
Item T2-Yr T1-¥r. YTD
YTD/T1-YR
0 Price Return 46.63% 36.22% 17.67% (51.22%)
Max Drawdown (35.63%) (10.86%) (5.65%) (47.92%)
Sharpe 0.91 2.46 2.67 0.09
400 Sortino 0.99 3.32 3.68 0.11
Volatility 2543 1500  13.37 (0.11)
380 Daily VaR-5% (14.60) 13.41 13.79 0.03
Mnthly VaR-5% (3.22) 17.56  19.65 0.12

S&P 500 Market Cap Analysis
2years
ago
Dividend Yield| 1.84%

12-M
Item Current % Chg
Ago

Shares

1.25% (36.95%) {41.60%) (1.81%)

3,081.9 2,989.4 (3.00%)

P/E Ratio 18.93 21.14 28.91 26.86% 2891%  1639% 0.0% 76.37% | Sales | 71,414 71,355 (0.08%)
P/S Ratio 5.40 27.16% 1.98% 67.15% 5PS 23.2 23.9 3.01%
P/B Ratio 1.27 32.46% 13.08% 73.83% |Earnings| 11,079 11,720 5.78%
ROE 22.80% 11.41% 0.00%  29.53% |EPSTIM| 4.5 4.5 0.22%

4.07%

ROA
S&P 500 Asset Allocation

6.90% (5.66%) 16.04% |Dividend] 1.5 1.6 4.69%

1 Year P/E High- P/E Low TIM  Current

Price  Weight Syr -5Yr " Earnings Forward Forward PE

Return (Mo.] ([Mo.) Yield Earnings
Energy 20.33% 2.57%  1.89 (285.14) 123.62 (302.30) (330.6%) (0.1%) 4.5%  -0.35% 296 16.68
Materials 33.34% 2.52% 1.20 25.42 27.13 14.16 (6.3%) 11.1% 1.8% 3.94% 5.14 15.28
Industrials 42,22%  8.50% 1.16 53.51 3411 14.70 (1.1%) 5.5% 1.4% 1.87% 4.23 21.56
Discretionary | 39.14% 12.30%  1.36 37.03 60.06 20,97 (5.0%) 24.5% 0.5% 1.76% 5.88 32.24
Staples 15.24% 5.79% 0.64 23.30 23.02 17.65 1.2% 29.7% 2.4% 4,34% 4.49 21.31
Health Care 20.09% 13.24% 0.77 19.62 13.45 15.10 0.9% 29.9% 1.5% 5.13% 7.81 14.65
Financials 48.10% 11.06%  1.32 16.35 18.48 10.52 (11.5%) 9.3% 1.6% 6.09% 6.60 11.34
Technology 41.74% 27.80%  1.07 34.15 32,81 16.66 4.1% 85.9% 0.8% 2.94% 3.90 25.85
Telecom 53.99% 11.11% 0.97 30.06 28.18 17.61 6.7% 16.4% 0.5% 3.38% 8.65 22.84
Utilities 7.88% 2.46% 0.41 20.36 22.09 16.35 (7.8%) 10.6% 3.2% 4.96% 3.48 16.54
Real Estate 33.84%  2.64% 0.95 26.67 24.86 17.12 71.3% 6.6% 2.4% 3.77% 4.51 18.25

Momentum Analysis

Item Price . : 7 Buy/Sell
Large Cap 4359.54 5.61%  425.25 25 3.45% 392.35 275 12.13% 8.39% (0.08%) 37.81% Buy
Mid Cap 486.80 (1.91%) 491.05 10  (0.87%) 453.16 216  7.42%  8.36% (4.10%) 51.29% Buy
small Cap 93.68 (2.74%) 9670 25  (3.12%) 88.05 213 6.39%  9.82% (7.19%) 61.80% Buy

Performance Analysis
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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 88.81 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 75.50 out of a possible 100.
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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.
e "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.

PERFORMANCE PERFORMANCE

RELATIVE Current RELATIVE TO S&P 500 INDEX wonT  LONG  mMONTH  REL saP RISK RANGE woev.  wDev.

Ticker  ETFNAME Price  1Week 4Week 12Weeks 24Wecks 52Weeks WMA  WMA ENDPRICE  BETA Low Short WA Long MIA

wv ISHARS-5P500 w7 196 545 3744 42480 4051 42092 oo [T 40w © OBl suLuisH
) %

pil:} SPDR-MATLS SELS B1.73 {1.47) B4.48 78.85 2.1 1.068 85.24 Ta38 O BULLISH

xc SPDR-COMM 5V 55 81.50 .23 T4.09 8097 099 83.80 78.14 BULLISH
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XF SPDR-FINL SELS 36.26 3695 175 3669 119 38.04 3534 O BULLISH
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AW SPDR-INDU SELS 103.64 10341 9635 10240 119 10618 9862 O BULLISH
wp SPDR-CONS STPL 71.40 70.29 69.04 59.97 0.63 72.16 78 O 5% BULLISH
XLRE SPDR-RE SELS 46.28 44.06 40.23 4433 0.69 45,74 X BULLISH
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awy SPDR-CONSDISCR 18327 7541 16061 17855 144 18504 06 O BULLISH
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sLy SPDR-5P§ 5C 93.68 96.53 9145 9774 126 10144 BULLISH
MDY SPDR-5P MC 400 486,80 49267 48686 49104 149 50942 BULLISH
EEM ISHARS-EMG MKT 5251 54.26 53.88 5515 0.80 56.97 BULLISH
EFA ISHARS.EAFE 79.22 79564 7679 78.88 0.83 854 BULLISH

AU ISHARS-GOLD TR M2 @5)  (180)  (7) 3481 54 337 0.08 458 nmM 0 % A% BULLISH
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BOND PIMCO-TOT RETRN  111.78 (1.76) (2.07) (4.18) 110,64 1147 110.96 008 11383 10809 O 1% 1% BEARISH
nr ISHARS-20+YTB 14850 (1.76) W82 14439 14435 wsEEY w100 23 BEARISH
BNDK  VANGD-TTLINTB 5781 (1.63)  (160)  (3.99) 57.08 5754 57.10 0.03 58.54 5566 O 1% 0% BEARISH
HYG ISHARS-IBX HYCB 87.95  (164)  (3.09)  (488) 8746 87.47 88.04 037 920.57 8551 O 1% " BULLISH
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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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Next 3-5YrEst  5yrHist P/E using

Ticker Company Current Price : ) _ Div Yield Score
EPS Gr rate Sales Gr 12 mo EPS
DE Deere & Co 351.33 20.15 9.08 1.02 241
KLAC  KlaCorp 314.36 14.03 17.32 1.15 24.46
LH Laboratory Cp 281.10 10.56 8.02 0.00 9.27
PAYX  Paychexinc 110.94 8.00 7.44 2.38 36.49
AMD  Adv Micro Dev 2121 35.01 20.18 0.00 65.15 8.00
AVGOD  Broadcom Inc 476.33 15.00 14.64 3.02 21.84 8.00
CDW  Cdw Corp 177.46 13.10 1.52 0.90 25.68 8.00
FTNT  Fortinetinc 270.75 14.25 19.56 0.00 105.76 8.00
INTU  Intuit Inc 521.31 14.73 13.32 0.45 67.88 8.00
KEYS  Keysight Tech 158.58 10.96 11.08 0.00 30.50 8.00
MXIM  Maxim Intg Pdts 098.12 10.00 0.41 0.00 34.43 8.00
NOC Northrop Grummn 359.26 8.72 11.19 1.75 14.34 8.00
PYPL  Paypal Holdings 303.69 22.08 18.15 0.00 94.31 8.00
WMT  Walmart Inc 141.27 5.50 3.18 1.56 23.62 8.00
WST  West Pharm Svc 373.98 25.79 8.70 0.18 64.59 8.00
A Agilent Tech 150.30 13.00 6.76 0.52 39.66 7.00
AAPL  Apple Inc 146.80 12.67 1.22 0.60 32.95 7.00
ACN Accenture Plc 314.26 10.00 6.63 1.12 37.86 7.00
AVY Avery Dennison 200.88 7.00 in 1.35 25.59 7.00
BBY Best Buy 109.98 8.28 3.93 2.55 11.60 7.00
CRL Charles Rvr Lab 393.25 14.00 15.96 0.00 44.54 7.00
DG Dollar General 225.59 11.31 10.53 0.74 20.75 7.00
Dov Dover Corp 164.83 11.50 -0.85 1.20 23.48 7.00
HCA Hca Holdings 246.79 11.10 5.44 0.78 16.95 7.00
LDOS  Leidos Holdings 105.21 10.14 14.73 1.29 16.49 1.00
MXP1 Nxp Semiconduct 194.31 10.00 -0.43 1.16 31.19 7.00
ORLY  OReilly Auto 609.04 13.36 71.39 0.00 22.87 71.00
TRMB  Trimble Inc 82.33 10.00 8.49 0.00 39.58 7.00
ADM  Archer Daniels 57.41 6.20 1.17 2.58 13.23 6.00
AME Ametek Inc 137.17 10.18 5.54 0.58 34.29 6.00
CBRE  Chre Group Inc 86.69 11.00 18.83 0.00 25.57 6.00
COST  Costco Whole Cp 417.54 9.13 9.52 0.76 40.50 6.00
CTLT  Catalent Inc 115.19 20.92 14.41 0.00 45.35 6.00
GOOG  Alphabet Inc-C 2666.57 18.13 19.82 0.00 35.50 6.00
GPC Genuine Parts 126.37 7.12 4.22 2.58 19.78 6.00
MCHP  Microchip Tech 138.38 15.33 16.92 1.19 23.49 6.00
MPWR  Monolithic Pwr 405.00 25.00 20.00 0.59 112.19 6.00
MTD Mettler-Toledo 1459.59 17.83 5.34 0.00 51.89 6.00
ODFL  Old Dominion Fl 255.34 21.94 8.38 0.31 40.72 6.00
UNP Union Pac Corp 219.54 10.00 -0.08 1.95 24.15 6.00
WEC  WecEnergy Grp 02.47 5.99 -0.19 2.93 23.29 6.00
APH Amphenol Corp-A 70.03 12.02 8.75 0.83 34.41 5.00
FLT Fleetcor Tech 254.19 16.01 8.04 0.00 24,25 5.00
GPN Global Payments 191.07 19.11 19.64 0.41 30.14 5.00
GWW  Grainger WWw 454.43 13.50 4.02 1.43 27.69 5.00
IPG Interpublic Grp 34.11 10.23 6.02 3.17 13.43 5.00
KMX  Carmax Gp (Cc) 134.41 17.31 6.07 0.00 18.90 5.00
NVDA  Nvidia Corp 195.94 17.56 21.44 0.08 80.06 5.00
URI Utd Rentals Inc 319.97 13.44 12.17 0.00 18.21 5.00
v Visa Inc-A 244.14 18.71 9.47 0.52 49.02 5.00

Low P/B, High-Value Score, High Dividend Screen
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Ticker Company Current Price Pricef Book ROE5YrAvg DivYield Score

AGNC Agnc Investment 16.20 0.87 12.77 8.89
BABB Bab Inc 0.71 1.76 14.90 5.63
BSRR Sierra Bancorp 24.23 1.07 10.62 3.47
CAG Conagra Brands 34.13 1.90 18.31 3.22
cMTV Commnty Bcp Vi 18.75 1.30 13.02 4.69
FNCB Fnch Bancorp 7.24 0.95 11.35 331
LOMA Loma Negra Cia 7.64 1.50 21.10 3.33
MNHTC Matural Hith Tr 7.18 1.25 31.03 11.14
MNRIM Morthrim Bcp 41.06 1.10 10.38 3.60
UBCP Utd Bancorp -Ch 12.99 1.13 10.37 4.47
ABR Arbor Rlty Trst 17.58 1.49 11.16 7.74 7
AINV Apollo Inv Cp 13.76 0.87 10.34 9.01 7
CAC Camden Ntl Corp 44.35 1.25 11.52 3.25 7
CADE Cadence Bancorp 18.63 1.05 10.07 3.22 7
CATY Cathay Genl Bep 36.58 1.18 11.19 3.39 7
ciM Chimera Invest 14.54 0.94 12.66 9.08 7
CRWS Crown Crafts 7.48 1.78 13.77 4,28 7
DTE Dte Energy Co 114.88 1.75 10.70 3.78 7
FLIC First Long Is 21.17 1.23 10.80 3.59 7
FNF Fnf Group 44.02 1.55 15.72 3.27 7
FNLC First Bancp Inc 28.81 1.30 11.80 4.44 7
GSBD Goldman Sac Bdc 19.02 1.19 11.45 9.46 7
IBCP Indep Bk Mich 19.87 1.12 12.20 4,23 7
MPB Mid Penn Bancp 26.58 0.85 10.08 3.01 7
NMFC Mew Mountn Fin 13.46 1.03 10.27 8.02 7
PFG Principal Finl 62.01 1.09 11.94 3.93 7
PRK Park National 110.20 1.73 12.16 3.74 7
TRTN Triton Intl Ltd 48.80 1.52 12.89 4.66 7
UGl Ugi Corp 45.37 1.96 11.63 3.04 7
UVE Univl Insur Hid 13.15 0.90 18.50 4.87 7
WAYN Wayne Svgs Besh 25.50 1.20 10.51 3.29 7
WEBA Walgreens Bai 46.49 1.78 19.73 4,02 7
WTBA West Bancorp 2197 1.96 14.82 3.46 7

Fundamental Growth Screen
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Mext3-5¥YrEst  5yrHist

P/E using

Ticker Company Current Price . : DivYield Score
EPS Gr rate Sales Gr 12 mo EPS
DE Deere & Co 351.33 20.15 9.08 1.02 24.21
KLAC Kla Corp 314.36 14.03 17.32 1.15 24.46
AMD Adv Micro Dev 91.21 35.01 20.18 - 65.15 3.00
WST West Pharm Svc 373.98 25.79 8.70 0.18 64.59 2.00
PYPL Paypal Holdings 303.69 22.08 18.15 - 91.31 8.00
AVGO Broadcom Inc 476.33 15.00 14.64 3.02 21.84 8.00
INTU Intuit Inc 521.31 14.73 13.32 0.45 67.88 3.00
FTNT Fortinet Inc 270.75 14.25 19.56 - 105.76 8.00
cDW Cdw Corp 177.46 13.10 7.52 0.90 25.68 8.00
CRL Charles Rvr Lab 303.25 14.00 15.96 - 44.54 7.00
ORLY O Reilly Auto 609.04 13.36 7.329 - 22.87 7.00
A Agilent Tech 150.30 13.00 6.76 0.52 39.66 7.00
AAPL Apple Inc 146.80 12.67 7.22 0.60 32.95 7.00
MPWR Monolithic Pwr 405.00 25.00 20.00 0.59 112.19 6.00
ODFL Old Dominion Fl 255.34 21.94 8.38 0.31 40.72 6.00
CTLT Catalent Inc 115.19 20.92 14.41 - 45.35 6.00
GOO0G Alphabet Inc-C 2,6606.57 18.13 19.82 - 35.50 6.00
MTD Mettler-Toledo 1,459.59 17.83 5.34 - 51.29 6.00
MCHP Microchip Tech 138.38 15.33 16.92 1.19 23.49 6.00
GPN Global Payments 191.07 19.11 19.64 0.41 30.14 5.00
v Visa Inc-A 244.14 18.71 0.47 0.52 49.02 5.00
NVDA Nvidia Corp 195.94 17.56 21.44 0.08 80.06 5.00
KMX Carmax Gp (Cc) 134.41 17.31 6.07 - 18.90 5.00
FLT Fleetcor Tech 254.19 16.01 8.04 - 24.25 5.00
GWwW Grainger WW 454.43 13.50 4.02 1.43 27.69 5.00
URI Utd Rentals Inc 319.97 13.44 12.17 - 18.21 5.00
APH Amphenol Corp-A 70.03 12.02 8.75 0.83 34.41 5.00
FRC First Rep Bk Sf 194.57 18.87 17.51 0.45 28.00
DY Teledyne Tech 442.01 18.29 9.54 - 39.71
CAT Caterpillar Inc 209.16 12.00 3.88 2.12 28.42

Aggressive Growth Strategy
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Mext 3-5¥rEst  5yr Hist P/EFL/ LT

Ticker Company Current Price . : Div Yield :

EPS Gr rate Sales Gr EPS Gr
LSCC Lattice Semicon 53.27 10.00 (0.42) - 9.09
FTNT Fortinet Inc 270.75 14.25% 19.56 - 6.93 8
INFO Ths Markit Ltd 115.55 #NSA 13.05 0.69 H#N/A 8
INTU Intuit Inc 521.31 14.73 13.32 0.45 4.87 8
MXIM Maxim Intg Pdts 08.12 10.00 0.41 - 2.76 8
PYPL Paypal Holdings 303.69 22.08 18.15 - 3.92 ]
RGLD Royal Gold Inc 116.01 10.00 6.61 1.03 2.85 8
TSLA Tesla Inc 649.26 37.50 48.28 - 6.63 8
WST West Pharm Svc 373.98 25.79 8.70 0.18 2.03 8
FFIN First Fin Bk-Tx 47.52 H#NfA 11.75 1.26 H#NSA 7
STAA Staar Surgical 133.54 H#NfA 20.15 - H#NSA 7
CPRT Copart Inc 145.52 #N/A 14.92 - H#N/A [
CTRE Caretrust Reit 24.10 #N/A 14.47 4.40 H#N/A [
MPWR Monolithic Pwr 405.00 25.00 20.00 0.59 3.63 [
MTD Mettler-Toledo 1,459.59 17.83 5.34 - 2.57 [
NOW Servicenow Inc 576.70 27.83 34.39 - 17.19 [
REG Regency Ctrs Cp 64.42 7.93 13.09 3.69 2.38 [
TECH Bio-Techne Cp 469.18 21.00 11.07 0.27 3.31 [
VRSN Verisign Inc 233.53 #N/A 2.79 - #NSA [
ILMN lllumina Inc 486.52 #N/A 9.81 - #NSA 5
NVDA Nvidia Corp 195.94 17.56 21.44 0.08 3.38 5
REXR Rexford Ind Rty 60.20 8.77 28.15 1.59 4.58 5
RGEN Repligen 206.01 #NSA 37.06 - H#NfA 5
TYL Tyler Tech Inc 493.81 #NSA 11.63 - H#NfA 5
v Visa Inc-A 244.14 18.71 0.47 0.52 2.32 5
EPR Epr Properties 52.93 23.35 0.85 - 0.95 4
ISRG Intuitive Surg 973.89 0.38 14.46 - 8.12 L
RMD Resmed Inc 257.59 13.88 12.13 0.61 3.32 L
TREX Trex Company 93.82 #N/A 15.55 - H#N/A 4
BKNG Booking Holdngs 2,194.41 16.50 (4.08) - 3.72 3
PGNY Progyny Inc 56.11 #N/A H#N/A - H#N/A 3
NCLH Norwegian Cruis 25.64 #N/A (29.79) - H#N/A
XMNCR Xencor Inc 32.36 #N/A 14.09 - H#N/A

Portfolio / Client Update

From the main body of this week's newsletter:

"We have not made tremendous changes to our portfolio models as of late. We still
maintain a nearly fully allocated equity allocation in our models along with a bond
portfolio that remains fairly short-duration.

As we have been recommending over the last couple of weeks, we have followed our
basic rules of portfolio risk management. We took actions to:

e Take profits in positions that rose sharply and exceeded our portfolio allocation sizing limits.

¢ Reduce positions that were underperforming but still maintain strong fundamental
underpinnings.

¢ Rebalance sector allocations to aligns with our portfolio benchmarks as needed.
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"About three weeks ago we noted that we started to increase the duration of our bond
portfolios expecting a peak in economic activity. Over the last week, the bond market
came to agree with our views and that increased duration provided a hedge against
equity risk. On Thursday, we increased our duration again as the 10-year Treasury rate
touched and held the 200-dma.

We expect that by the end of this year, we will likely see treasury rates fall below the 1%
level once again as the markets realize artificial short-term economic growth is not the
same as real growth.

However, in the short term, we remain focused on our equity exposure. After next week,
the bulk of the S&P 500 will have reported earnings. Such leaves the market
vulnerable to further corrective action as we move into the seasonally weak
summer months of August and September."

Portfolio Changes

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 ***

"This morning we added 1% DUK to the equity model bringing the exposure to Utilities
to 2%. This action aligns the Equity Model with the ETF Model in terms of Utility
exposures." - 07/22/21

Equity Model

e Buy 1% of the portfolio in DUK

"We are adding to our existing TLT (20-year Treasury Bond) holding today to increase
our exposure on this recent pullback in rates. With economic growth likely to have
peaked, we feel there is more downside pressure on yields to come by year-end. Given
we are very underweight our benchmark in bonds, the minor addition of duration moves
us in the right direction.” - 07/21/21

Equity & ETF Models
e Increase TLT from 2.5% of the portfolio to 3.5%.
"This morning we are reducing exposure slightly in portfolios particularly in the Nasdag-
related areas which is extremely overbought relative to the S&P 500 index. As has been

the case with our actions as of late, we continue to tweak exposures to reduce overall
risk while still maintaining our core positions." - 07/20/21

Equity Model

e Reduce ADBE by 1% of the portfolio
e Sell 1% of AAPL as it has run well ahead of earnings.
¢ Reduce UPS by 1% of the portfolio


https://simplevisor.com/

e Sell down AMLP from 3.5% to 2% of the portfolio.
ETF Model

e Reduce XLV by 1% of the portfolio.
¢ Reduce XLK by 1% of the portfolio.

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

. . Real
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Advice
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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

\

Fixed Income (Bonds)
Bond Funds reflect the direction of interest rates
1009/ Examples: Short Duration, Total Return and Real Return Funds
0
Of Target |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)
5% 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
Commentary

After a brief tumble and retest of the 50-dma, the market surged to new highs this past week. However,
while that rally was welcome, the correction was not deep enough to work off the more extended and
overbought conditions of the market.

Furthermore, as discussed last week, the breadth of the rally remains narrow with small and mid-caps,
international and emerging markets lagging over the last couple of months. Such continues to suggest the
flood of money back into the "deflationary” trade of "growth stocks" is a more cautionary move by
managers against a backdrop of weakening economic growth.

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 saa ake control o RIA

self-manage your 401k? W' &8 our re > Learn More
Let us do it for you. ' [ WIth

401k Model Performance Analysis
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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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Have a great week!
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