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The inverse of the famous saying, “No Pain… No Gain”, which was used  
by many exercise gurus in the 1980s, best epitomizes a stock market  
that climbs the wall of worry with minimal pullbacks. 
According to the great research folks at Bespoke, the year 2021 may just go down in the record books as one of the most 
prolific years in the Post-WWII modern era of investing with regards to this concept. 

Before we describe what Bespoke found, we thought we could develop, via a famous children’s story, a great way to  
remember what their research unearthed. Hence, the reference to the famed fairy tale Goldilocks and the 3 Bears. As the  
story unfolds, when Goldilocks enters the home of the 3 Bears, she finds a bowl of porridge, and upon tasting it, she uses  
the hot/cold temperature reference to define its near perfect taste. In the investment world, a “Goldilocks Economy” has  
come to be recognized by one that is neither “too hot” nor “too cold.” Economists suggest that the characteristics of a  
“Goldilocks Economy” being neither too hot nor too cold mean the following:

 •  Strong Economic Growth without runaway inflation
 •  Strong Labor Market without runaway wage gains
 •  Modest increase in Commodity prices
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ALL GAIN NO PAIN   (Continued from last page.)

Most economists would be hard-pressed not to characterize the description of today’s economy as being idyllic or “Goldilocks” in 
nature. Again, before we get to the data found by Bespoke, let’s put a different spin on the old fairy tale by renaming it Goldilocks  
and the 5 Bulls vs. the 3 Bears. In our industry, a Bear Market is defined by the way in which a Bear defeats its opponent as it stands 
on its hind legs and wrestles its prey to the ground. Thus, starting high and going low, Bear Markets begin off of former highs and 
drop at least 20%. On the other hand, Bulls defeat their opponent in the totally opposite manner as they dip their horns downward, 
start low and lift their prey upward to defeat it. Bull Markets start off of former lows and rise at least 20%. 

Another example of strength begetting strength was unearthed by Bespoke as it evaluated given calendar years where the S&P 500 
posted 40 or more all-time record closing highs. Since 1945, there have been five years, 1964, 1987, 1995, 1997 and 1998 where this 
phenomenon has occurred. So far, as of September 3rd, we have had 54 all-time record closing highs in 2021. That puts us on pace 
for 80, which would eclipse the former record of 77 in 1995. Once again, our curiosity got the best of us, and we took a look at those 
five years, asking the same question as to how the last four months of the year finished. Amazingly so, the only year in which the last 
four months did not register a positive return was 1987. That of course, was the year when Black Monday, October 19th, suffered an 
intraday -22% drop in one day. However, the interesting twist is, even including the year 1987 in the mix, the median return of the  
S&P 500 in those five years was +7.7% for the final four months of the year. Once again, strength begat strength under this type of 
bullish scenario, and the rally simply continued until the end of the year.

The big question at hand is why do we believe that years with rallies of these magnitudes (Gain with No Pain Years) don’t stop but 
seem to continue until the end of the calendar year? In our estimation, each of the aforementioned periods of review had preceding 
them, some type of major sell-off just prior to the Gain with No Pain years. In many of these instances, investors fell prey to headlines 
suggesting the world was coming to an end. Unfortunately, investors, who did not operate under a sound financial plan, or work with  
a trusted financial advisor, sold into major weakness in each of these instances, moving ultimately to cash in doing so. Once this 
decision is sealed, it becomes very difficult to recognize your error despite the markets around you climbing the wall of worry. After  
a certain period of time (a year or more), investors realize they must do something as the world is passing them by. Hence, they take 
it upon themselves to purchase those stocks with the biggest returns and in doing so, bid up their prices even further. We refer to  
this as a Market Melt-up and, if history has anything to say about it, this will likely be the course of action over the final four months 
of the year 2021. 

Of course, there will be a pullback at some point  —however, it probably won’t happen until sometime early in 2022.

To best remember the data that Bespoke unearthed regarding the uniqueness  
of this stock market in 2021, we propose Goldilocks and the 5 Bulls. That is, 
a near-perfect economy, which is Goldilocks and not the 3 Bears, but the 5 Bulls, 
as we are in what seems to be a prolonged bull market. Think of it as a story that 

focuses on a bullish stock market anchored by the number 5. According to our friends at 
Bespoke, there have been only five other years in modern US Stock Market History (since 
1945) where through August 31st, the S&P 500 was up 10% or more while not suffering a 
drawdown less than 5%. Those years were 1961, 1976, 1985, 1989 and 1995. Our curiosity 
got the best of us, and we wanted to know if such market strength begat market strength 
or did those other “All Gain and No Pain” years rollover and wither away. We found in fact, 
that they did not fade away as the average performance of the S&P 500 from September 
1-December 31 in those five periods was +5.73%. Simply put, the Bull Market did not give 
way but continued to march forward into the close of the year.
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V.A.L.U.E. - Value stocks, after a decade of dramatically underperforming Growth stocks, look finally 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 +41.88% vs.+33.51% for 
our proxy for Growth stocks, the NASDAQ 100 Index (ticker QQQ). Returns quoted are for the one-year periods ending 09/05/2021 and via 
the following link: https://www.morningstar.com/

• Vaccine distribution, execution and efficacy will be vital points for the capital markets in how COVID-19 is managed. Certainly, for not only 
the sake of society in general but 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-data-tracker/#vaccinations. 
As of September 5, 2021, there have been 375 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 the one-year period ending September 5, 2021, Floating Rate bonds as 
measured by ticker VRIG, are up +1.70% vs. Long-term US Treasury Bonds as measured by TLT, which have a return of -9.36%.

• Laggards or sectors that underperformed in 2020 to become the outperformers in 2021. This would include sectors like Financials, 
Energy, Materials, and Industrials, which are sector overweights in our Core Moderate Model. Financials as of the one-year period ending 
September 5, 2021 and measured by ticker XLF Index are up +54.63% vs. ticker IVV, which represents the S&P 500 at +33.23%.

• 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 by 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 -1.28%, while 
Commodities as measured by the DBC Index are up +45.78% 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 September 5th for calendar yearend 2021, EPS on the 
S&P 500 are expected to grow at a rate of +45%, from $139 in 2020 to $202 for 2021. Based on consensus 2022 yearend EPS of $214, said 
earnings are expected to grow at +6%. This data was gathered from https://www.yardeni.com/pub/peacockfeval.pdf.

As many of you know, in an attempt 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.

As we look back over the twelve-months, 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 last quarter of 2021, we see the economy continuing to grow, inflation increasing at a modest pace, 
and interest rates moving north, all providing a continued idyllic backdrop for stocks.

Q3 UPDATE ON V.A.L.U.E.
Nepsis Investment Committee
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MODEL ALLOCATION WEIGHTINGS

MODEL CHANGES - Q4 2021

 
 

 
 

 
 

 
 

 
 

 

  

  
 

 

As the calendar year enters its final quarter, we believe our models are structured in a manner that should benefit from 
the continued rally in stocks and as such, recommend no changes for Q4.

As we begin to look into 2022, we will be focusing on slowing growth, the potential for several pullbacks and adding  
Large Growth to our models. We expect 2022 to look much different than 2021 and look to adjust accordingly as more  
information is brought our direction. The mid-term elections will be much anticipated, and we likely will have to wait  
for the results in November to see where the policy landscape will lie. Certainly, more to come — however for now,  
stocks look to be the “best game in town.”

 

                     
                       
 

                                      

 
                        

                   

As it pertains to bonds, we remain underweight the benchmark in all models, and with the expectation of rising rates, will 
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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 56.22 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  
 Q3 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 195% of the 35.5% drop it reached at its three-year bottom of  
 2,190 on March 23, 2020, as 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-August, it signaled the forthcoming market strength, first several trading days of September and looks to  
 continue in the near term.

CHART ANALYSIS

Source: StockCharts.com

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 of 
4,535 was reached on September 5th, the  
drafting date of this report. The six-month low  
is represented by the mark of 3,889 reached  
on March 24, 2021. At the top of the chart, it 
tells us how much momentum the S&P has  
compared to its last 14 trading days.      
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The first miscalculation is not understanding the impact of taxes in retirement. Income sources  
typically change from an employer paycheck to some combination of pension, Social Security,  
and retirement savings. The tax treatment of each source may vary, and the discretion of choosing  
how much of your savings to spend and when can cause further complications. Each part of your  
retirement income impacts how others are taxed and the total amount you end up paying.
 

For example, a portion of your Social Security may be counted as taxable depending on the total of certain categories of your income — called  
your “provisional income”. Taking withdrawals from retirement savings can cause a higher provisional income, which results in more Social  
Security being taxable, which may force additional savings withdrawals to meet your spending needs, which in turn results in further taxation.
 

Another miscalculation is not recognizing that all the rules change when you retire. Everything shifts from accumulating savings for a future  
retirement goal to withdrawing savings for your retirement income needs. In other words, it’s time to start spending instead of saving. As a result, 
the focus of your portfolio must shift as well. The problem is that most investors don’t really understand what they have in their portfolio to begin 
with. The financial industry tends to push cookie cutter solutions designed to meet the needs of the masses rather than address your unique  
situation. The result is a homogenized portfolio with little flexibility or transparency and little connection to how it serves your retirement needs.
 

A further issue is that many become singularly focused on certain aspects of their investments, such as dividend yields, rather than looking at  
the big picture. This can lead to portfolios with undiluted risks. It is vital that your income sources and assets work together in order to achieve 
your retirement goals. Understanding what those assets are and why you own them is the first step. 
 

A compelling issue affecting retirement is that the population of people age 65 and older is growing faster than all other age groups. In the U.S., 
10,000 Baby Boomers reach retirement age every day and will continue to do so until 2030. Not only are more people reaching advanced age,  
they are living longer as well. There are many positive aspects to this, but one consequence is a higher occurrence of healthcare needs,  
including long-term care.
 

According to the U.S. Department of Health and Human Services, nearly 7 out of 10 people will require some form of long-term care services  
during their lifetime. The current average cost of this care can be as high as $8,517 per month, or $102,204 per year per person. It is easy to see 
how this can devastate a retirement portfolio in a short period of time. Human nature can tend to downplay the idea we will ever experience this 
ourselves, but the statistics make it clear each of us needs to contend with the possibility. There are numerous ways to prepare for the cost of 
extended healthcare, sometimes by simply optimizing assets you already have.  Source: https://www.genworth.com/aging-and-you/finances/cost-of-care.html 
 

So much time is spent looking forward to retirement that we tend to envision things going a certain way. Many of us picture living the “golden 
years”, but the reality is more sophisticated than that. Gerontology research has identified six stages of retirement: Pre-retirement, Retirement 
aka “the honeymoon”, Disenchantment, Reorientation, Routine, and Termination of Retirement. It’s not as simple as punching the timeclock one 
last time and then going on vacation. Human nature can tend to downplay the idea we will ever experience this ourselves, but the statistics make 
it clear each of us needs to contend with the possibility. There are numerous ways to prepare for the cost of extended healthcare, sometimes by 
simply optimizing assets you already have.
 
It is important to recognize that one significant part of retirement is a time of disenchantment and reorientation as you adjust to life after work  
and career. Recognize this as normal and communicate your experience to your loved ones. Successful retirements are those that are meaningful 
and filled with what matters most to us. This can include leisure, volunteering, mentorship, or even more work. 
 

As cliched as it may sound, retirement is not merely a destination, it is part of the journey. 
 
Disclaimer: Please note that Nepsis, Inc. is not a tax advisor; the preceding items are suggestions that you may want to consult with your tax advisor about before making any decisions.

You only retire once, so it’s critical to get the details right. However, it can be 
difficult to fully comprehend the experience of retirement before you actually 
live it out. For many retirees, this leads to miscalculations in planning and 
preparation — let's explore some of the common retirement miscalculations.

MISCALCULATING RETIREMENT
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As we reflect on Q3 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 the rising tide lifted all boats. Our underweight position in inter-

mediate to longer-term government and high-quality corporate bonds also helped performance. Although Value stocks have outperformed Growth 
stocks over the last calendar year, 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 to 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 both 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 had 
not made the sweeping adjustments to the portfolios in anticipation of a world that as far as large public interaction is concerned, is preparing  
us for 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 into Q4, we will likely be witnessing rising interest rates, increasing  
inflation, a declining US Dollar and vaccine distribution accelerating the reopening of an already buoyant economy. Although this set of circum-
stances looks to continue to play itself out in the final three months of 2021, we firmly believe, as our previous articles highlighted, 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 Q4, it is the Market Melt-up that remains in focus. Our hope is  
that we have articulated our thoughts on various outcomes and as to what, if any, changes would be forthcoming following certain scenarios. 
Thank you for your continued partnership as we vigorously keep our finger on the pulse and manage through this crisis together!

REPORT SUMMARY

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.

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.


