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My Assumptions

There is no perfect investment strategy.

The market environment has changed, making it more difficult
to manage equity risk.

Traditional indicators are not working as they have in the past.

Our goal as investors is to manage risk and seek returns that
meet our financial goals; not to ‘keep up with the market’.



Markets Have Changed

e Commoditization of Information
e Central Bankers to the Rescue

* Algorithmic / High Frequency Trading



Commoditization of Information
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Central Bankers to the Rescue
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Who is in Charge Here?
Algorithmic / High Frequency Trading
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A Weight of the Evidence Approach

Approach: Use multiple indicators, across multiple time frames to provide guidance
on the future direction of the stock market to reduce the reliance on any single
indicator and provide conviction when majority of indicators are pointing in the
same direction.

Technical Indicators: “what the market is doing”
— Trend
— Momentum

* Fundamental Indicators: “what the market should be doing”
— Economy
— Earnings
— Monetary Policy
— Inflation
— Valuation

* Credit Conditions: “the canary in the coal mine”
* Early Warning Indicators

— Trend Reversal - Overbought / Oversold
— Investor Sentiment



Weight of the Evidence Scorecard

RGB Capital Group

Stock Market Scorecard
October 14, 2019

S&P 500
Current Indicator . .
X . Historical
Signal Rating Return
Indicator/Model
Primary Cycle Analysis:
Secular Market Cycle Bull Market
Cyclical Market Cycle Bull Market
Trend Analysis:
Short-Term Trend Rating Buy Positive NA
Intermediate-Term Trend Rating Buy Positive NA
Long-Term Trend Rating Buy Positive 9.5%
Momentum Analysis:
Short-Term Momentum Model Hold Neutral 14.1%
Intermediate-Term Momentum Model Buy Mode_r_ately 13.1%
Positive
Long-Term Momentum Model Buy Positive 15.5%
Fundamental Analysis:
Economic Model Buy Positive 11.2%
Earnings Model Hold Neutral -5.2%
Monetary Model Hold Neutral 10.2%
Inflation Model Buy Positive 13.1%
Valuation Model Hold Neutral 3.8%
Credit Conditions Analysis:
Short-Term Credit Conditions Model Buy Positive NA
Intermediate-Term Credit Conditions Model Buy Positive NA
Long-Term Credit Conditions Model Buy Positive NA
Overbought/Oversold Analysis:
Short-Term Overbought/Oversold Signal Hold Neutral NA
Intermediate-Term Overbought/Oversold Signal Hold Neutral 10.0%
Long-Term Overbought/Oversold Signal Buy Positive NA
Investor Sentiment Analysis:
Short-Term Sentiment Model Buy Positive 29.9%
Intermediate-Term Sentiment Model Buy Positive 32.7%
Long-Term Sentiment Model Buy Positive 10.9%
The Weight of the Evidence Average: 13.0%
S&P 500 average gainfannum from 11/16/1979: 8.7%

Explanations of each indicator and source information can be found in the

Appendix to this presentation. 3 © 2019 - Robert Bernstein
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Sample Chart: Intermediate-Term Trend
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Sample Chart: Short-Term Momentum

Daily Data 1998-01-02 to 2019-10-08
NDR All-Cap Equal-Dollar Weighted Equity Series vs Price and A-D Line Moving Averages

— MDR All-Cap Equal-Dollar Weighted Equity Series(2019-10-08 = 2,080.54)
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% Gain/ | % of % Gain/ | % of
Price & A/D Lines are Annum [ Time Price & A/D Lines are Annum | Time
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© Copyright 2019 Ned Davis Research, Inc. Further distribution prohibited without prior permission. All Rights Reserved.
See MDR Disclaimer at www.ndr.com/copyright.html. For data wendor disclaimers refer to www.ndr.com/vendorinfo,/
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Sample Chart: Economic Model
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Sample Chart: Short-Term Credit Conditions

Merrill Lynch High-Yield Master Il Index
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Dynamic Equity Allocation Model

RGB Capital Group
Dynamic Equity Allocation Guide
October 14, 2019

Model % Equity

Rating Allocation

Equity Allocation Models

RGB Market Trend Model

RGB Market Momentum Model

RGB Fundamental Factors Model

RGB Credit Conditions Model

Model Equity Allocation:
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Dynamic Equity Allocation Guide
O

Indicator Weightings RGB Momentum Model Indicator Rating Indicator Weighting
" Short-Term Momentum Model Neutral 0.5
Positive 1.00
Intermediate-Term Momentum Model Mod Positive 0.67
Moderatly Postive  0.67
Long-Term Momentum Model Positive 1
Neutral 0.50 Average Weighting 72.33%
MNegative 0.00
Model Weighting 25%
Total Equity Allocation 18.1%

RGB Capital Group

Dynamic Equity Allocation Guide

October 14, 2019

Model % Equity
LE T Allocation

Equity Allocation Models

RGB Market Trend Model

RGB Market Momentum Model

o Apply indicator weightings

@) Calculate average model weighting
RGE Credit Conditions Model 9 Apply mOdel Welghtlng

Q Sum model allocation

RGB Fundamental Factors Model

Model Equity Allocation:
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Equity Allocation Guide
12/31/1999 - 4/22/2019
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Equity Exposure Guide — Results

2000 - 2018
EELGY
Exposure

Guide S&P 500

2000 -6.13% -10.14%
2001 -4.09% -13.04%
2002 -9.96% -23.37%
2003 22.11%  26.16%
2004 5.93% 8.60%
2005 2.58% 3.60%
2006 9.19% 13.61%
2007 0.67% 3.54%
2008 -10.41% -38.49%
2009 15.65%  23.45%
2010 9.98% 12.80%
2011 -4.93% -0.02%
2012 13.22%  13.41%
2013 20.06%  29.60%
2014 6.57% 11.39%
2015 -2.03% -0.73%
2016 8.01% 9.54%
2017 15.32%  19.42%
2018 -4.83% -6.24%
Cumulative 115.43% 70.70%
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Tot return ‘
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Early Warning Model

RGB Capital Group
Early Warning Model

(Mean Reversion Potential and New Investment Guide)

October 14, 2019

Early Warning - Trend Reversal Negative | Neutral | Positive

Short-Term Overbought/Sold

Intermediate-Term Overbought/Sold

Long-Term Overbought/Sold

Early Warning - Investor Sentiment Negative | Neutral | Positive

Short-Term Sentiment Model y

Intermediate-Term Sentiment Model A

Long-Term Sentiment Model

Mean Reversion Potential Neutral

New Investment Rating Hold

18
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Market Monitor Tools

The Market Monitor Tools (RGB Scorecard, Dynamic Equity
Allocation Guide and Early Warning Model) are designed to
provide general stock market guidance.

Not an investment recommendation.

Use as a guide to confirm your overall investment exposure.



How to Access These Tools

Market Monitor Tools (RGB Scorecard, Dynamic Equity Allocation
Guide and Early Warning Model) available each Monday at
www.rgbcapitalgroup.com.

Market Monitor Newsletter: intended to help individual investors
with a desire to manage the conflicting goals of managing risk and

earning a fair return by providing a unique perspective of general
market conditions.

— What is the market doing?

— What do we expect the market to be doing?

— Should we expect a reversal of the current trend?

— Should | apply new money in the current environment?

— How are the lower volatility, bond / income groups performing?

— Includes the RGB Capital Group Stock Market Scorecard, Dynamic
Equity Allocation Guide and Early Warning Model.

— Written on the second Wednesday of the month and distributed on
Thursday morning.


http://www.rgbcapitalgroup.com/
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Market Monitor
Version 2019-10
Written by Rob Bernstein
October 10, 2019

The Market Monitor newsletter is intended for individual investors with a desire to manage the conflicting goals of managing
risk and earninga feir return by providing a urique perspective of general market conditions.

The stock market remains in a trading range unable to d
break above the highs set earlier this year but holding

above the August lows. There seems to be a balance
currently between an economic slowdawn that s unfolding
and bets that the Federal Reserve and other world banks
will come 1o the rescue with more interest rate cuts and
additional quantitative easing.

The September ISM Manufacturing data indicates declines

in manufacturing production, inventories, deliveries and employment. In fact, the contraction was the
steepest month-to-month decline in manufacturing in over ten years! This is likely, in part, caused by
the ongoing trade war with China which may be taking a toll on the US economy.

OF course, all this bad news may be goad news as investars are betting that the Federal Reserve will
likely reduce interest rates for a third time this year. According to the CME Group, there is an 85%
chance that the Fed will reduce rates another 1/4% point at their next FMOC meeting scheduled for later
this month

The anticipation of lower interest rates has been positive for interest rate sensitive groups. Sectors, such
as real estate and utilities, have been outperforming the market on a relative basis, Interest rate
sensitive bond/income groups that we track in the Market Monitor have recovered the losses that were
incurred in September when interest rates spiked higher. Recall, the 10-Year Treasury yield jumped from
1.47% to 1.90% (a 30% increase) in seven trading days!! Subsequently, 10-Year Treasury yields have
come back down and are now at 1.59%, which has benefited most interest rate sensitive groups.

With a slowing economy, market risks are certainly elevated, The market can move quickly so make sure
you have your stops set to protect your capital when things get ugly. The market will likely be driven in
the shart-term by U.5.—China trade negotiations taking place this week in Washington D.C. and third
quarter earnings which will be released over the next several weeks.

The Market Monitor is provided for general information purposes only. It does not constitute an offer to sell or a solicitation
tobuy a security, and is not an offer 1o provide any specific i advice, Past performance future
performance. It is not possible to i firectly in an index. ib nust take into Tt their person-
al financial situation, including financial needs and tolerance for risk, when making investment decisions. Always reference a
fund’s praspectus before buying any mutual fund or ETF. Most data and charts are provided by FastTrack {www.fastiracknet)
or i Stockeh: tions about this newsletter can be addressed to Robert Bernstein at 858-367-5200 or
wob@rgbcapitalaroupsom.
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RGB Annual Meeting
November 2, 2019
10:00 am PDT

In Person:
DoubleTree by Hilton Del Mar
San Diego, CA

Webinar:
Live stream from your computer

Registration Required:

Complete survey form or
www.rghcapitalgroup.com/events

To sign up, please complete a survey form today or send an email to info@rgbcapitalgroup.com.
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http://www.rgbcapitalgroup.com/events

Thank You!!

P Rob Bernstein
e ({G)’
858-367-5200

rob@rgbcapitalgroup.com

Please return your evaluation forms. | appreciate your feedback.
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Survey Form

A Practical Approach for Conservative Investors & Managing Equity Risk in Uncertain Times
Saturday, October 19, 2019
RGB AAIl - Silicon Valley
Capital groviy Please return this form at the meeting or email to info@rgbcapitalgroup.com or fax to 858-324-2050

Name: Phone:

Email:

(Print legibly. We promise not share your email address with anyone and you may unsubscribe at any time.)

1. Today’s Presentation — Would you like to receive an electronic copy of today’s presentation? [ Yes O No, thanks
2. RGB Perspectives — Interested in our free, weekly market commentary? O Yes O No, thanks
3. Would you like to receive our free, monthly Market Monitor newsletter? O Yes O No, thanks

4. Are you interested in participating in our Annual Meeting on November 2" (in person or webinar)
to learn about our services and how we manage risk for clients? O Yes O No, thanks

Comments / Questions / Feedback on today’s presentation:

RGB Capital Group LLC 858-367-5200 www.rgbcapitalgroup.com info@rgbcapitalgroup.com

Please return survey by email: info@rgbcapitalgroup.com or text a picture to 858-525-1377.
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