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"Won20ne" with Nick Foglietta

Tactical Equity Income Model Portfolio Record

40%
30% 4| || - 1
20% - - | +

106 - | | | ' —

0%

0% 4 | I | | 1

-20% +

-30% +

-40%

92 093 94 9% 0 97 93 9% 00 01 02 03 04 0% Q4 07 0§ 0% 10 11 12 13 14 15

Tactical Equity Income Model Present Conditions:

TEAM Model Asset Allocation: 100% stocks
S&P/TSX 60 Closing Value: 15,728

TSX 200 Day Moving Ave: 14,688

% Above/Below 200 Day Moving Ave: 7.08% Above

Levels for change: 50% stocks - TSX 15,422 and 100% cash at — TSX 13,953

Weekly Quote
From “New World Order” to “Hazy World Disorder”

A great description of global politics in the past year!



Anything Could Happen!

It has been a really busy start to the year. And what is great about busy is | get to talk
to so many of you!

After a lot of conversations the past six weeks | would venture to make a general
comment that summarizes how people are feeling: ANXIOUS — because we live in a
world where anything can happen...and happen fast! (Hence, the quote of the
week).

Feeling this way can be a detriment to your wellbeing — both physical and financial!

There is one obvious change that has led people to feel uneasy about the near future.
President Donald Trump projects a sense of chaos by his constant Tweets and the
unpredictable nature of his words.

But it is important to separate Trump Policy from Trump Personality. So much of what
President Trump is attempting to change NEEDS to CHANGE! The challenge for the
rest of us in not to confuse the “personality” making the changes with the actual
changes that are trying to be implemented.

The picture with the teeter totter is meant to represent a financial market analogy.

My thought is that as long as “Trump Policy” is considered more likely to
accomplish its stated goals than “Trump Personality” is considered likely to
cause World War lll, financial assets in the U.S. will continue to do very well.

Remember that a teeter totter can change its balance if one of two things happen
though:



1 If more weight is added to the side with the little girl hanging in the air, the teeter
totter will obviously come back down to the ground. This is where | imagine
Trump’s mouth bites off more than it can chew and creates more of a global back-

lash than he considers possible.

2 But, also, if weight is taken off the end where the little boy is standing the teeter
totter will start to gain momentum and pull the boy off the ground. This is where
the Trump policies do not make the impact being hoped for by financial markets.

Therefore, we must watch financial markets carefully to see if the “Trump Policy” side of
the teeter totter is being supported or is there a shift that looks like it is going to see
“Trump Personality” negate the potential positives his policies could reap and markets

start to retreat.

One other thought about US market valuation.
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Hussman Strategic Advisors

S&P 500 forward operating eamings and revenues imputed
prior te 1980 based on estimated relablionship with other
observable doto series.
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—— Price / normalized forward operating earnings (see Hussman 08/02/10)

= Price / 10-year earnings adjusted for profit margins (see Hussman 05/05/14)
—— Market capitalization of non-financial equities / nominal GDP

——Price / Revenue

——Nonfinancial market cap / Gross Value Added (see Hussman 05/18/15)
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The backdrop to the teeter totter analogy are some VERY expensive financial markets.

John Hussman provides an excellent chart viewing five different methods of valuing
stocks. Without trying to get too carried away with explaining what each method means
| think it is fair to say the obvious visual conclusion is that stocks are not cheap!

For that reason | believe it is all the more important to continue to be vigilant in watching
for the start of trouble with stock markets. The trend is for higher prices. Let's keep
following the trend until the trend changes.

Gold/Qil Update

Gold and QOil stocks are not trending positively right now. Gold bullion and crude oil look
better than the underlying gold and oil companies.

Why | choose to mention them today is twofold:

1. | have a hunch that the stocks will follow the commaodities higher as time goes on.

2. In the TEAM models that | trade | am thinking we may get an opportunity to look at
these two classes of companies when the S&P 500 and TSX Comp give us a
signal to sell half of our positions.

Over the weekend | was trying to imagine when there was a time when the level of
political uncertainty was as high as it is at present AND stock markets were making new
highs at the same time. | could not think of one...so if you can think of a time like the
present feel free to email me with your example!

Not that any of this matters to the TEAM modeling. As long as stock indexes keep
going higher, the TEAM model will stay BULLISH.

But my thinking is that when the stock market trend finally ends there is going to be an
opportunity in some other “undervalued” asset class.

My goal is to find that specific BULL market for cash the next time TEAM offers up a
SELL signal.

Wealth Management in Nanaimo, B.C., Canada. He has been managing money since
1988.
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