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The Risk-O-Meter
The Risk-O-Meter remains in the "green zone.”

The allocation to small caps throughout the year when the market has been oversold
has paid off nicely.

On rebounds, the small-caps have generated some excellent juice relative to the
mega-caps in the S&P 500.

It's widely known that a large portion of the returns in the market is driven by the
"Magnificent Seven," and the other 493 stocks have barely returned more than holding
cash.

I don't think much matters when markets are "super duper oversold" (my very
professional and technical term).

You want juice.

Small caps provide juice.

Furthermore, on a longer-term basis, the spread between small-caps and mega-caps
will narrow, which will provide even more performance.

Therefore, small caps remain my focus.
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Froth
The other day, I was deep into the holiday cheer and enjoying my
favorite beverage this time of year.

A frothy glass of eggnog.

As I read through my emails, I came across a fascinating list
containing some froth.
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Frothy markets.

The list is provided by my friend Meb Faber, a highly regarded quantitative analyst and
best-selling author, and provided by his Idea Farm e-letter. The letter provided tidbits on
75 facts from 2023.

As a fan of manias, panics, and crashes, the market froth section caught my immediate
attention.

Markets change.

The companies or asset classes that dominate the market change.

The metrics used to interpret market change.

Human nature never changes.

Human nature can be exploited.

Over and over again.

This is true even in an environment where computers generate most trades.

Like any other era in market history, there was plenty of froth in 2023.

These manias always end the same way.

Lots of losses.

Usually, the Joe Sixpack is caught holding the bag.

Here’s the list for 2023:
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The dramatic rise and fall of SPACs (aka blank check companies) is particularly
noteworthy.

The sector ran up 800% only to crash 80% in three years!

The one that hasn’t played out yet like a horror movie filled with a murder scene in a
shower with blood and guts is that venture-backed software as a service company
raises capital at 114X annual recurring revenue.

That’s up from 15-30X not long before that.

Most of those companies will never go public.

Most of them will never be acquired.
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The good news here is that Joe Sixpack mainly isn't invested in these venture-backed
funds that are going to lose their ass unless he has a pension plan and the
management team has an allocation to these types of funds.

Another fact that caught my eye but was in the “crypto” section instead of “market froth”
(but is just as frothy) is this doozy:

It never ceases to amaze me how people get caught up in the hype.

Hype don't pay.

Take a look at this chart.

It shows that the most hyped small stocks have generated practically no return in nearly
a quarter century!

Worse, these stocks are down about 75% in the last three years.

Now, that hurts.

Now take a look at this chart:
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Micro-cap Millions is up 599% since inception in 2019 compared with just 23.2% for the
benchmark. The hyped stocks are flat.

Micro-cap Millions is up 49% in 2023 compared with 5% for the benchmark.

This is the advantage of a consistent process.

That’s not to say there won’t be scary periods. Micro-cap Millions still suffered a
drawdown of 42.7%. So did the market at 43.6%.

But by ignoring the hype and glossy stories and methodically following a time-tested,
unemotional model, the rebound was swift and powerful.

The best thing you can do is ignore the hype, ignore the glossy "story," ignore what your
neighbor is doing (really, really ignore your neighbor), and methodically invest in
time-tested strategies that are not dependent on the day's hot topic to succeed.
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DISCLAIMER:

THIS COMMUNICATION IS FOR EDUCATIONAL AND INFORMATION PURPOSES AND
DOES NOT CONSTITUTE INVESTMENT ADVICE. Any Publishing Service offered by HSD
Publishing is for educational and informational purposes only and should NOT be construed
as a securities-related offer of solicitation or be relied upon as personalized investment
advice. HSD Publishing strongly recommends that you consult a licensed or registered
professional before making any investment decision.

THE RESULTS PRESENTED ARE NOT TYPICAL OR VERIFIED. HSD Publishing has not
verified information regarding the historical trading performance presented. Subscribers' trading
results have NOT been tracked or verified, past performance is not necessarily indicative of
future results, and the results presented in this communication are NOT TYPICAL. Actual
results will vary widely given various factors, such as experience, skill, risk mitigation practices,
market dynamics, and the amount of capital deployed. Investing in securities is speculative and
carries a high risk; you may lose some, all, or possibly more than your original investment.

HS DENT IS NOT AN INVESTMENT ADVISOR NOR A REGISTERED BROKER. Neither HSD
Publishing nor its owners or employees is registered as a securities broker-dealer, broker,
investment advisor (IA), or I.A. representative with the U.S. Securities and Exchange
Commission, state securities or regulatory authority, or self-regulatory organization.

WE MAY HOLD THE SECURITIES DISCUSSED. HSD Publishing has not been paid directly or
indirectly by the issuer of any security mentioned in the Services. However, HS Dent, its owners,
and its employees may purchase, sell, or hold long or short positions in securities of the
companies mentioned in this and future communications.

John Del Vecchio is not an employee or partner of HSD Publishing. HSD Publishing serves
solely as the marketing arm for John Del Vecchio and Unbounded Wealth: Max Profits.

© 2023 HSD PUBLISHING. ALL RIGHTS RESERVED. 15016 Mountain Creek Trail Frisco, TX
77573.
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