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Market in a Minute
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A Word on the Market

By: Pat Adams

Last week, a couple of famous hedge fund managers
expressed how overvalued the stock market is currently,
specifically David Tepper said ““ ... the market is the second-
most overvalued he’s ever seen, behind only 1999, and
Stanley Drunkenmiller, “... the risk reward of investing in
stocks has never been worse.” Also, Federal Reserve
Chairman Powell spoke and said there remains a great deal
of uncertainty. It goes on...President Trump made some
very negative comments regarding trade with China. The
market reacted very negatively falling over 7% from high to
low. Now in a couple of trading days the market is back to
its high of last week. On Sunday, in an interview on 60
Minutes, Powell changed his tone a little from his earlier
comments last week, to reiterate that the Federal Reserve is
far from out of ammunition to fight the recession. The result
is a lot of volatility.

The market itself is not a compelling buy but the cardinal
rule is “don’t fight the Fed”.

When dissecting the market, the Value stocks are very
compelling, and Growth is very highly valued. Barron’s this
week compared ViacomCBS with Netflix. NFLX has
obviously benefitted from the stay at home investment
theme and has a market cap of $190 billion, while VIAC has
a market cap of $12 billion, VIAC has more revenues and
makes over $1 billion in profit and NFLX is expected to
burn through $1 billion. VIAC’s streaming revenue is
accelerating at a very fast pace. We would expect over a
couple of year period VIAC goes to $40 per share from $19
currently or over 100% return. NFLX has had an incredible
run like many “stay at home or momentum stocks” and we
see downside not wupside in NFLX. Tepper and
Drunkenmiller are referring to the NFLXs of the market as
being very overvalued. We have a long list of very
compelling value stocks.
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Economic Events This Week
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When is it time to invest in Value, we wonder if the
environment will ever be better on a relative basis, please
see last week’s Market in a Minute chart.

We believe a 7% decline is concerning, so when that does
occur, we start to get defensive (early in the decline) and get
back in the market as the technicals improve. The result is
we give up some performance but protect against a drop that
can get much worse. The reason we give up a little bit of
performance is the market gapping up or down overnight
otherwise we would likely make money with this volatility.

Our other important theme besides Value stocks is tactical
as a replacement for long only strategies. We could have
a very significant pullback if the virus does not dissipate or
if it gets worse and pushing out the recovery.

In our opinion, Value and Tactical are two no brainer
themes.

There are over 100 companies now working on a vaccine,
we were thinking that sometime next year there may be a
vaccine that the FDA would push through quickly. Moderna
announced that in 8 patients tested their vaccine appears to
be safe and able to stimulate an immune response.... WOW.
It is very early in the process, this sounds promising, and
market likes the news. MRNA believes they could be in
phase 3 (final phase of development) in July...it could very
well be possible but extremely unusual that the FDA
approves the vaccine this year. This gives us more
confidence that in the later part of 2021 the economy will be
back to the same pace as the economy was in 2019.

We are having a lot of fun with our Emerging Healthcare
strategy, we have a CBD company up about 80% on
Monday, YCBD. The strategy is up about 20% year to date.

<hMD, Inc. (YCBD) 77 1765
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An old friend, Nancy Lazar, a renowned economist, was
interviewed in Barron’s this week, she discussed a new
theme we have been thinking about, Onshoring, meaning
companies bringing their manufacturing back to the U.S.
from China. This theme is very beneficial to middle
America, we would play it by investing... guess which type
of security....yes, Value. We believe China is in for some
very tough years as their handling of the virus has turned the
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Economic Events Last Week
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We are still cautious bulls, would we emphasize cautious.
There may be significant corrections ahead in the near-term.
Every day is interesting!

Please let us know if you would like to discuss.
303-874-7478
info@pvgasset.com

Please visit our website for more information.
WWW.pvgassetmanagement.com
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