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INFLATION NATION or
THE ROARING 20s REDUX?
In the past century, when compared from numerous perspectives, there are
probably no two different decades than the 1920s and the 1970s.
The Roaring 20s brought us great prosperity while the 70s were measured by something we called the “Misery Index”.
On the other hand, the 1920s led us to the deepest stock market sell-off of all-time while the 1970s were followed by the
greatest stock bull market of all-time from 1982-2000.
As we sit halfway through 2021, the official first year of the 2020s, we try to address the question in our title above. Will
the decade of the 2020s usher in the redux of the Foxtrot dance popularized in the 1920s or the dance known as the Hustle
which exemplified the 1970s?
We attempt to make the case that we are not embarking on an economy defined by stagflation or recession but rather
much like the events that propelled the economic growth of the 1920s, we are embarking upon a new era of productivity
through technological advancements led by 5G Connectivity, FinTech, Cloud Data Storage, EV and Autonomous Vehicles
and Robotics and Artificial Intelligence.
These technological advancements in our estimation will keep inflation subdued and allow for workers to produce more
output per hour worked (definition of productivity) while garnering high wages along the way, again without producing
inflationary pressures.
(Continued next page.)
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(Continued from last page.)

Why the 1920s?
As we compare the two periods of time, let us begin with the 1920s and see what occurred
that allowed it to be such a prosperous time. The following data was gathered from an article
contained in the following link https://www.thebalance.com/roaring-twenties-4060511 and
written by Kimberly Amadeo of the Balance. According to data quoted in the article:
• Economy grew 42% in the 20s with the US producing almost half of the world’s output.
• New construction almost doubled from $6.7 to $10.1 billion.
• Aside from the Recession in 1920-21, Unemployment never rose above 4%.
• By 1934, 60% percent of households owned radios.
• By 1922, 60 radio stations broadcast everything from news to music to weather reports.
• From 1926 to 1929, the number of people flying in planes increased from 6,000 to 173,000.
• The auto industry also greatly expanded due to Henry Ford's mastery of the assembly line.
A Model T only cost $300. Also, more families could buy on credit.
• By the end of the decade, 26 million cars were registered.
• The expansion of the auto industry created an economic benefit for all. Governments spent $1 billion to build new roads, bridges,
and traffic lights. Gas stations, motels, and restaurants sprang up to service drivers who now covered longer distances. The
insurance industry added expensive protection for the vehicles and their owners. Banks also profited by lending to new car owners.
So why are the 1920s known as the Roaring 20s? In summary, U.S. prosperity soared as the manufacturing of consumer goods
increased as durable good items like washing machines, refrigerators and vacuum cleaners became everyday household items, which
led to vigorous growth in the US. Furthermore, this rapid rise in prosperity which ushered us into the modern era, was ultimately led
by the proliferation of electricity and simply revolutionized our life in the way we socialized, entertained ourselves, communicated and
moved from point a to point b.
Before we make the case as to why the 2020s will not be a redux of the 1970s, we want to finish our thoughts on why the Roaring
2020s are amongst us.
On one hand, following periods of prosperity, our country has seen excesses build and culminate into periods of despair. Think of the
1900s, 1970s, and 2000s. On the other hand, although the US has only been an official country for 245 years (as of July 4, 2021), we
have always seen great prosperity follow great tragedy. Think of the period following the Civil War, WWI and WWII, and the Great
Financial Recession.
This pattern would suggest the possibility that the great peril caused by the global pandemic of COVID-19 may propel us to a decade
of unfettered prosperity. As a nation, we have always stared despair in the face and rose to the challenge.

Why not the 1970s?
While the 1920s were defined by unfettered prosperity, the 1970s were measured by something called the “Misery Index” which
aggregated the unemployment rate and inflation. According to data sourced in the following link https://www.thebalance.com/what-isstagflation-3305964 the word Stagflation (combination of Stagnant Economic Growth and Inflation) was born. The article states:
“Stagflation is a combination of stagnant economic growth, high unemployment, and high inflation. It's an unnatural situation because
inflation is not supposed to occur in a weak economy. In a normal market economy, slow growth prevents inflation. As a result, consumer
demand drops enough to keep prices from rising. Stagflation can only occur if government policies disrupt normal market functioning.”
(Continued next page.)
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Furthermore, the article states: “Stagflation occurs when the government or central banks expand the money supply at the same time
they constrain supply. The most common culprit is when the government prints currency. It can also occur when a central bank's monetary
policies create credit. Both increase the money supply and create inflation. At the same time, other policies slow growth. That happens if the
government increases taxes. It can also occur when the central bank raises interest rates. Both prevent companies from producing more.
When conflicting expansionary and contractionary policies occur, it can slow growth while creating inflation. That's stagflation.” Stagflation
got its name from the recession that occurred between 1973-1975, when the economy produced five consecutive quarters of negative
GDP. The unemployment rate peaked at 9% in May 1975, and inflation tripled from 3.6% in 1973 to 12% in 1975. According to the data in
the aforementioned link, the Stagflation of the 1970s was attributed to the following:
• By taking the US off the Gold Standard and implementing Tariffs on imports, the US in
essence manipulated its currency to spur economic growth.
• Both backfired as when the UK attempted to liquidate $3 billion for gold, the US did not have
that much in reserves at Fort Knox sending Gold skyrocketing and the US Dollar plunging.
• The Tariffs simply increased the prices of imports thus squelching economic growth.
• The final nails in the coffin were the Wage/Price Controls that sought to control inflation.
The article sums it up nicely by saying: “These measures sent import prices up even more. These last two policies raised import prices,
which slowed growth. Then growth slowed even more because U.S. companies couldn't raise prices to remain profitable. Since they couldn't
lower wages either, the only way to reduce costs was to lay off workers. That increased unemployment. Unemployment reduces consumer
demand and slows economic growth. In other words, the Nixon Administration’s three attempts to boost growth and control inflation had
the opposite effect. We would agree with this assessment, and what was thought to be the remedy turned out to be the poison.
Although always a prudent exercise to look to the past to provide a gauge for the future, the big questions are:
1. “Is today’s US Government embarking on Stagflation characterized by slow economic growth and relatively high unemployment?"
2. “Is the US Government in essence printing currency while at the same time restricting supply?”
In short order, the answers are yes and no. Yes, both monetary and fiscal policy are accommodative. To that there is no doubt.
However, when it comes to the second question, the answer is profoundly no.
The Wage and Price Controls of the 1970s have been laid on the ash heap of destruction and hopefully will never be seen again.
We finish our case with the following points as to why a persistent 1970s Inflation Nation is highly unlikely:
• Energy landscape has dramatically changed with competition from alternative forms and cartels, limiting supply via embargo.
This in part spurred inflation in the 1970s.
• Gold Standard has been off for 50 years, with the initial shock a half century behind us.
• Aging demographics in the Developed World, with many central banks battling deflationary pressures in Japan, UK,
Euroland, and Russia concerned about declining prices not rising.
• Wage-Price Controls would not even be considered today as a legitimate policy response.

In summary, innovation supersedes fear every time. With the forthcoming wave of Next Generation Technology on
the horizon, rather than putting on our disco shoes, doing the Hustle and lamenting a redux of the 1970s, we should
default to learning the Foxtrot or the Charleston and celebrate like the Roaring 2020s.
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MID-TERM UPDATE ON V.A.L.U.E.
Nepsis Investment Committee

As many of you know, to better explain the construction of our portfolio models for a given forthcoming calendar year,
we develop an acronym that describes various “sub-themes” that need to play out for our thesis to come to fruition. For
example, the theme for the year 2020 was the word V.O.T.E., with the V standing for the Virus and E denoting the Election in November.
Both themes fortunately came to realization, with the virus coming under control and the election results being finalized. All-in-all, it was a
decent year for equity investors who stayed the course. For the calendar year 2021, our theme once again begins with the letter “V.” However
this time it has a dual meaning in that the acronym has five specific components while at the same time references Value Stocks as opposed
to Growth Stocks.

V.A.L.U.E. - Value stocks, after a decade of dramatically underperforming Growth stocks, finally look poised to outperform. Historically,
when the economy is buoyant based on increasing employment, modest inflation, fiscal stimulus and accommodative monetary policy,
Value tends to outperform Growth. Our proxy for Value stocks, the iShares Value Factor Index (ticker VLUE), is up +24.94% vs.+6.54% for
our proxy for Growth stocks, the iShares Momentum Factor Index (ticker MTUM). Returns quoted are YTD as of 06/15/2021 and via the
following link: https://www.morningstar.com/

V
A
L
U
E

• Vaccine distribution, execution, and efficacy will be vital points for the capital markets in how COVID-19 is managed. Certainly not
only for the sake of society in general, but also for commerce to function properly, the “markets” must have confidence in the ongoing
outcomes. We are using the official Centers for Disease Control (CDC) website for statistics on progress https://covid.cdc.gov/covid-datatracker/#vaccinations. As of June 15, 2021, there have been 310 million doses of vaccines administered.
• Alternatives to fixed coupon bonds, also known as Floating Rate Bonds, tend to outperform in a rising rate environment. It is our belief
that bond investors underestimated the strength of the recovery and the effect that Fiscal and Monetary Stimulus would have on economic
growth, leaving rates abnormally low at this point in the Cycle. As of June 15, 2021, Floating Rate bonds, as measured by ticker VRIG are up
+0.76% vs. Long-term US Treasury Bonds, as measured by TLT which have a return of -9.88%.
• Laggards or sectors that underperformed in 2020 to become the outperformers in 2021. This would include sectors like Financials,
Consumer Cyclicals, and Industrials, which are now on a percentage basis the second, third, and fourth largest in our Core Moderate Model.
Financials as of June 15, 2021 and measured by ticker XLF Index are up +28.38% vs. ticker IVV, which represents the S&P 500 at +15.75%.
• US Dollar, we believe is in a decade of decline and requires a hedge to protect against purchasing power erosion. Several ways investors
can protect themselves include owning commodities priced in dollars and owning international stocks while taking advantage of the
currency translation effect. The Dollar as of the one-year period dated June 15, 2021 and measured by ticker UUP, is down -6.88% while
Commodities as measured by the DBC Index are up +57.67% for the same one year period.
• Earnings Growth is the ultimate guidepost for equity prices, as over the long-term, they typically appreciate at their Operating EPS growth
rate plus the dividend yield, if paid. According to consensus analyst estimates as of June 10th for calendar yearend 2021, EPS on the S&P
500 are expected to grow at a rate of +37% from $139 in 2020 to $190 in 2021. Based on the consensus 2022 yearend EPS of $202, said
earnings are expected to grow at +12%. This data was gathered from https://www.yardeni.com/pub/peacockfeval.pdf.

As we summarize the first half of 2021, our V.A.L.U.E. theme is playing right on cue, as each one of the acronyms is performing in line with our
expectations. As we work through the back half of 2021, we will see the economy continuing to grow, inflation increasing at a modest pace,
and interest rates moving north, providing a continued idyllic backdrop for stocks.
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MODEL ALLOCATION WEIGHTINGS
Academic studies support the thesis that
asset allocation is the greatest determination
(on a percentage basis) of a portfolio’s
variation in price. Furthermore, the results
suggest that activities such as trading and
security selection amount to only 5% in total
of a portfolio’s price variation. This states
the importance of setting the proper asset
Source: Morningstar
allocation in the modeling process. For Q3
2021, despite the parabolic ascent of stocks from the sell-off over the last year, we continue to view them as the most appealing asset
class from a risk/reward perspective.
As it pertains to Bonds, we remain underweight the benchmark in all models, and with the expectation of rising rates, in our estimation,
they will experience nominal returns. On the other hand, Cash weightings in all Models are higher than the Benchmark. Cash is being
used as a hedge against stock market volatility and is within a 3-9% range of ownership. In the Chart above, Green signifies weightings
that are greater than the Benchmark, Red are weightings lower than the Benchmark, and Yellow signifies a weighting within 3% of the
Benchmark. On a relative basis, Cash remains the highest relative percentage overweight, followed by Stocks, and lastly, Bonds.

MODEL CHANGES - Q3 2021

A

s we continue to employ our V.A.L.U.E. thesis in the second half of 2021, we recommend an additional set of changes be made
in Q3 2021 to better align with our annual theme. The changes we seek to employ are as follows:

• Increase Commodities: We would not be completely transparent if we did not admit our disappointment in how the pricing action
in Gold has reacted to the current landscape. Whether it is the popularity of Cryptocurrency or other driving forces, Gold did not
		 follow its historic high correlation with inflation since we added it to portfolios in May 2020. Upon making the change here in Q3,
		 we are selling GLD and adding a broader-based Commodities Strategy Fund in ticker BICSX, the BlackRock Commodities Strategy
		 Fund, which owns not only the outright commodity, but also company stock in businesses in those respective industries. With this
		 change, we believe we cover a wider swath of protection against inflationary pressures.
• Increase International Value: Because of better policies in fighting COVID-19 and the rapid and swift development of the vaccines,
US Stocks have reacted more quickly to the reopening of the economy and have outperformed their international counterparts.
		 With the global economy set to reopen, International Value Stocks now get their day in the sun, so to speak. Ticker JHMD, the
		 John Hancock Multifactor Developed Markets ETF, seeks to own smaller value companies with higher profit margins than the
		 traditional market-cap weighted ETF, which simply chooses companies based on size.
• Consolidate Tech Holdings: The darling “stay-at-home” stocks of last year have become the “dogs” of 2021 since their early
February 2021 peak. With the reduction in small tech stocks, we made at the end of last year, we complete our liquidation by
		 consolidating tickers FINX and IHAK into ARKK. At a 4% allocation, Small Growth Stocks became the lowest of each of the nine
		 style box weightings.
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CHART ANALYSIS
Charting prices gives investors greater
Clarity into our macroeconomic
viewpoints, as we present technical
analysis regarding the psychology
and sentiment of the market.
To many casual observers, this chart is not
very meaningful; however, to the trained eye,
it provides much insight as to the status of the
overall market. One can see from the chart to
the right that the six-month intraday high low
of 4,257 was reached on June 15th, the drafting
date of this Report. The six-month low is
represented by the mark of 3,694 reached on
January 29, 2021. At the top of the chart, it
tells us how much momentum the S&P has
compared to its last 14 trading days.

Source: StockCharts.com

Usually, if the chart registers a number near 70 or greater (mid-April), it means the market is overbought, and one is to expect a
pullback. On the other hand, if the market registers an RSI closer to 30, it means the market is oversold, and an expected rally
may ensue. At a 61.34 reading, the RSI shows that market momentum is considered getting closer to overbought, indicating a
likely pullback could be expected at some time in the upcoming quarter.

• Definitive market action to the upside showed the battle between Bulls and Bears was profoundly won by the Bulls in
Q2 2021. At this point, the overall Market reflects a very bullish posture as stated above, as the S&P 500 is sitting right
near its all-time high. The S&P 500 Index has recovered 171% of the 35.5% drop. It reached its three-year bottom of
2,190 on March 23, 2020. The Bear Market of last year may just be the shortest on record.
• The breadth of the market (how much volume was recorded on up days vs. down days) can be seen as bullish, as the
days of steep inclines saw greater volume than those of retreat. The MACD (Moving Average Convergence/Divergence
Oscillator) shown at the bottom of the chart, is a trend-following momentum indicator that shows the relationship between
two moving averages of prices at different time frames. When the black line crossed over the red line to the upside, as
it did in late-May, it signaled the forthcoming market strength which in fact occurred over the first two weeks of June and
looks to continue in the near term.
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REPORT SUMMARY

A

s we reflect on Q2 2021, we, like any investment manager, take time to ascertain what has worked and what has not worked. Certainly,
our overweight position in Stocks allowed our portfolios to move to the upside, as Value Stocks finally started to outperform their Growth
brethren. Our underweight position in intermediate to longer-term government and high-quality corporate bonds also helped performance. On
the other hand, our 5% weighting in Gold Commodity play detracted from performance as other commodities and cryptocurrency took center
stage. If we step back and make a true assessment of the situation before us and the vast changes our society will likely undertake, we must
be prudent in how we approach the future. What last year’s indiscriminate sell-off permitted us to do was re-calibrate the portfolio from the
ground-up, allowing us to be exceptionally “choosey” in how we re-positioned the portfolios. It is for that reason that we instituted many more
changes than normal, as we took advantage of what appeared to be a negative short-term situation and hopefully turned it into a beneficial
longer-term solution for our advisors and investors alike. Let’s not kid ourselves in that change of any kind is never easy, and in many instances
is difficult for most of us. All that being said, we believe we would have been extraordinarily remiss and inattentive if we had not made sweeping
adjustments to the portfolios in anticipation of a world that, as far as large public interaction is concerned, is preparing for a dramatic change.
In an effort to keep pace with a world that from many aspects is changing at a rapid pace, we must always be about the business of looking
ahead at least one quarter. In closing, if our V.A.L.U.E. theme for 2021 continues to come to fruition, we will likely be witnessing continued rising
interest rates, increasing inflation, a declining US Dollar, and vaccine distribution accelerating the reopening of an already buoyant economy.
Although this set of circumstances looks like it will continue to play itself out in the final six months of 2021, we firmly believe as our lead article
stated, this will likely be a short-term phenomenon as innovative technology companies gear-up for their next round of growth. We would like
to suggest that we are “renting” our focus in value stocks for the time being and when appropriate, will pivot to next generation tech companies
that will drive the remainder of the decade. Stay tuned for further developments. As we move to Q3, it is the Economic Recovery that remains
in focus. Our hope is that we have articulated our thoughts on various outcomes as to what, if any, changes would be forthcoming following the
results. Thanks for your continued partnership as we vigorously keep our finger on the pulse and manage through this Crisis together!

Why the Clarifier?

What makes the Nepsis Clarifier different from most research services offerings is our determination to filter through the noise of
the marketplace allowing investors to reach a “State of Clarity”. The difference-maker in our minds is our commitment to provide
clear and succinct information which helps our readers gain “Clarity”.
We believe the original intent of the creation of the stock market was to allow the everyday person the ability to gain access to capitalism and
the American Dream through the direct ownership of great publicly-traded businesses. Unfortunately, that spirit has been greatly lost in the murk
and clutter of today’s fast-driven society.
Many investors follow advice from a co-worker, a relative/friend or simply use the 1/nth approach where they own each offering in the line-up
simply divided by the number of choices. These methods ultimately lead to a state of ambiguity, complacency, fear and ultimately frustration.
Many give up and move their money to cash using the mindset that, “At least I can’t lose anything.” We feel deeply saddened by this thought
process and do not blame the investor, but the environment created by our industry.
The Clarifier does not attempt to forecast the market, follow popular trends, or be swayed by fancy investing gimmicks. The Clarifier seeks to
move away the clutter from the investment process and create a clear and concise message about how portfolios are being managed.

The Clarifier Advisor Newsletter is published quarterly by Nepsis Advisor Services™ located at 8674 Eagle Creek Circle,
Minneapolis, MN 55378. Nepsis Advisor Services™ is an SEC Registered Investment Advisor. The publisher of this
newsletter is not affiliated with any mutual fund or mutual fund association. Data contained in the report is gathered
from reliable sources, although completeness and accuracy cannot be guaranteed. Performance results do not take into
account any tax consequences and are in and of themselves not predictive of future results. The publisher is only providing
impersonalized advice that is not tailored to the needs of any specific subscriber. The publisher does not give investment
advice or act as an investment advisor, or in a fiduciary role. This publication may not be reproduced or retransmitted in
whole or in part without the express written consent of the publisher.
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