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I'm highlighting an interesting chart about current market conditions this week.

Foreign investors are loaded to the gills in U.S. stocks.

Why is this important?

It means that they are "all in," and it might be a sign of an impending market top.

Take a look below.

Recently, foreign allocations to U.S. stock hit nearly 60%.

The last time this happened was at the peak of the tech bubble.

We all know what happened from there.

A major ass-kicking of epic proportions.

Can we expect the same this time around?

Possibly.

Markets change, but human nature does not.

The fear of missing out is as powerful as greed or fear.

More capital flowing into major indexes creates a positive, self-reinforcing feedback
loop, driving the same few stocks that dominate those indexes higher and higher.

But now, earning 5% on your cash is attractive relative to the compensation for taking
earnings exposure to companies in the S&P 500. A top could be close!

One similarity between today and the peak of technology stocks is that the market was
driven by just a handful of companies near the end of the run.
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In 2002, we had the "Four Horseman of the Internet".

Right before COVID, near the last peak in foreign expousre, we had “FAANG” stocks.

Today, it's the “Magnificent Seven”.

When the market hits the "Magnificent Seven," there will likely be plenty of opportunities
for other stocks.

In 2002, I managed a portfolio of short positions for a wealthy family.

Those short positions were in technology stocks, which were the obvious play as they
were the most vulnerable companies to implode at the time.

Meanwhile, I also advised on a long portfolio. Even though the S&P 500 got spanked in
2002, we made money on the shorts and long positions.

It was a stock-pickers market.

The same might be shaping up here. It feels that way to me.

When the Magnificent Seven rally fades away, the market could become an excellent
environment for stock pickers.

We might be close to that point with foreign investors fully exposed to U.S. stocks.

Here’s another interesting chart from GMO, a massive money manager for large
institutional investors.

It shows that historically, the most heavily weighted stocks in the indexes lag the
average stock by 2.4% annually. However, in the last ten years, the big boys have

outperformed by 4.9% annually!

3



No BS Growth & Income PortfolioMarch 11, 2024

All this stuff mean reverts.

Large spreads in asset classes or types of stocks converge because things get so far
out of whack at some point that it makes sense to take the other side of the bet.

That’s why I favor small-caps and mention that every week in this newsletter.

The Microcap Millions strategy is up 23.78% in 2024, after a 7.5% rally last week.

So, systematic small-company strategies like Microcap Millions are sneakily smoking
the Magnificent Seven.

International stocks might become more attractive, particularly emerging markets
—especially value-oriented strategies.

The least exciting market for me would be the market-cap-weighted S&P 500 because
when the Magnificent Seven gets taken to the woodshed, the S&P will dramatically
underperform most everything else.

This is great for stock-picking strategies such as the ones in this newsletter.
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There might be some pain initially, but if the past is prologue, the average stock will
bottom out well before the indexes, and the rebound will lead to dramatic
outperformance.

Everyone, including foreigners, is up to their eyeballs in the Magnificent Seven and, in
many cases, with a boatload of leverage.

This always ends badly.

Risk-O-Meter
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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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