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Longest Winning Streak in Six Years

By Charles Lewis Sizemore, CFA

You’ll have to forgive me in advance. I’m going to start this with

a comment on the Dow’s 11-day winning streak. The venerable

index is up 11 days in a row (and counting) as I write this.

But by virtue of mentioning it, I am all but guaranteeing to jinx

it. So, if the Dow finishes lower today… blame me!

I’m (mostly) joking. I’m not particularly superstitious, but the

market tends to bring out the voodoo believers in all of us.

At any rate, it is worth noting that the Dow really is up 11 days

in a row, which is its longest streak since 2017. 2023 has been an odd year in that the

market has soared higher with very narrow participation. The “average” stock hasn’t

done much this year, yet the S&P 500 is up close to 20% due to the torrid

performance of a handful of large tech stocks.

The fact that the boring, staid Dow Industrials are up 11 days in a row could be a sign

that this narrowest of markets is finally broadening. If so, it would suggest that this

bull market might actually have legs.

Or not. It’s also entirely possible that this is just statistical noise and that the market

is ready for another leg down.

Frankly, I don’t care. And this is why.

The S&P 500 is not priced to deliver solid long-term returns at current prices. In the

short-term, it might very well soar 20% or crash by 50%. Short-term movements are

all but impossible to predict. But as an entry point for long-term investment, it looks

terrible to me.

And that’s ok. Because we’re not buying the S&P 500.

In the Sizemore Income Letter, we’re looking for competitive yields with respectable

growth potential. It doesn’t necessarily matter to me whether the market rises or falls

this year. So long as my stocks continue to throw off a rising stream of income, I’m

happy to ride it out.
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Thoughts On Productivity
Unfortunately, I’ve been a little behind in publishing my regular weekly updates. I took

a little time off to take my children to Europe to give them a proper education.

Between lousy connectivity and the time zone differences, my productivity really

suffered.

And speaking of productivity…

My trip reminded me of just how critically important artificial intelligence is. Yes, the

AI market craze this year was overdone, and the runup in Nasdaq share prices looks

eerily similar to the tech bubble we experienced two decades ago during the dot-com

boom. I’m not suggesting you run out and buy Nvidia or Microsoft at current prices

because, frankly, that trade looks really crowded to me.

But that said, Europe is a reminder of the need for labor saving innovation. If you

think it’s hard to find good help in America… just try the Old World. Birth rates have

been consistently lower in most of Europe for the past 30 years, so the young people

you might expect to see waiting tables, manning kiosks or performing 1,000 other

basic tasks were simply never born.

And it’s not just Europe. Falling birthrates are a global phenomenon, even in most of

the developing world. You might remember that I live part time in Peru. Well, in Peru –

by all accounts a poor country – the average woman only has 2.2 children, which is

barely above the replacement level. My family of three is considered “big” these days.

In Chile and Colombia, the numbers are 1.5 and 1.7, respectively, well below the

replacement level. In Mexico, the number is 1.9.

Remember, in all of these countries the birthrate was five or six children per woman

or even significantly higher as recently as the 1980s.

Now, this is not to criticize, of course. I have three children and I’m ready to shoot

myself most days. I cannot imagine having six kids, and certainly not with the cost of

living what it is today. I’m not saying anyone “should” have more. But the fact that

they aren’t means that today’s labor shortage isn’t likely to get better any time soon. In

fact, it’s only going to get worse.

At least in the case of the United States, we could always depend on immigration to

plug any gaps. But given that the countries most likely to supply immigrants are

themselves experiencing a baby bust, the supply of immigrants is all but guaranteed

to dry up in the years ahead as well. As crazy as this sounds today, in a few years we

may think back on today’s border crisis with nostalgia… and wish we had more

caravans coming.

In a world with fewer available workers, you have to get more output per each

remaining worker in order to keep the economy from shrinking. And yes, the American

worker has been getting progressively more productive since the time of the Industrial
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Revolution. But if we are to remain competitive, we’re going to have to see a surge in

productivity unlike anything we’ve seen before. And the only way to make that happen

is via implementation of artificial intelligence.

I have no specific trade to make today. But I want you to start training yourself to view

the world around you through that lens. If you want to make money in the 2020s, the

2030s and beyond, figure out how to squeeze more production out of fewer workers.

My mandate here is first and foremost income. But even an income portfolio requires

growth to stay ahead of inflation. And automation and AI is exactly the way you do

that.

That’s all I have for today. Apologies for my lack of communication over the past few

weeks, but I look forward to making up for it by finding profitable new income plays

that promise to stay a step ahead of inflation.

Have a great week, and keep cashing those dividend checks!

Charles Lewis Sizemore, CFA

P.S.: Apart from writing this newsletter, I run a full-service wealth management firm

along with my colleagues. At Sizemore Capital Management, we build income

portfolios like those I write about in the Sizemore Income Letter. But we also do a lot

more than that. We manage a suite of low-volatility strategies offering low correlation

to the S&P 500. If you’d like for me to take a look at your portfolio and offer some

recommendations, contact me at info@sizemorecapital.com.
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The Sizemore Income Letter Portfolio

The Forever Portfolio
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Disclaimer: Copyright 2023 Sizemore Financial Publishing LLC. This investment newsletter

(the “Newsletter”) is created and authored by Charles Sizemore (the “Content Creator”) and is

published and provided for informational and entertainment purposes only. The information in

the Newsletter constitutes the Content Creator’s own opinions. None of the information

contained in the Newsletter constitutes a recommendation that any particular security,

portfolio of securities, transaction, or investment strategy is suitable for any specific person.

You understand that the Content Creator is not advising, and will not advise you personally

concerning the nature, potential, value or suitability of any particular security, portfolio of

securities, transaction, investment strategy or other matter. To the extent any of the

information contained in the Newsletter may be deemed to be investment advice, such

information is impersonal and not tailored to the investment needs of any specific person.

From time to time, the Content Creator or its affiliates may hold positions or other interests in

securities mentioned in the Newsletter and may trade for their own accounts based on the

information presented.  The material in this Newsletter may not be reproduced, copied or

distributed without the express written permission of Sizemore Financial Publishing LLC.
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