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Our stocks have rebounded impressively since late March, especially our growth stocks, which are now defensive 
compared to dividend stocks as they are less affected by COVID-related shutdowns.  As always, we are entering 
the upcoming earnings announcement season “locked and loaded” with fundamentally superior growth stocks 
that are characterized by 21.2% average annual sales growth and 79.8% average annual earnings growth.  
Furthermore, in the past three months, the analyst community has revised their average consensus earnings 
estimate 15.2% higher, so we are expecting wave after wave of earnings surprises in the upcoming weeks.

The dispersion between growth and dividend stocks is likely to last as long as the pandemic is around despite very 
low interest rates for the foreseeable future. And the stock market will give a premium to companies that are less 
affected by the pandemic or in some cases have rising sales and earnings because of it.

There is a lot of confusion out there whether or not we are in a V-shaped economic recovery or a U-shaped 
recovery.  In May and June, most of the economic news was V-shaped emanating from China, Europe, and the 
U.S.  However, due to new coronavirus restrictions being re-imposed, many of us now anticipate more U-shaped 
economic news. Interestingly, the Fed is expecting a U-shaped economic recovery and has essentially thrown in 
the “kitchen sink” to try to firm up economic growth.

Specifically, the Fed, via its Federal Open Market Committee (FOMC) statement, recently confirmed that it 
will keep key interest rates low through 2022  and will continue to stimulate both the automotive and housing 
sectors, since they are both extremely interest rate sensitive.  

The Labor Department has reported consecutive weekly declines in new unemployment claims for over three 
months.  The bad news is that some weeks, economists have been forecasting lower unemployment claims, so 
the weekly unemployment numbers were not always well received.  The total number of workers now getting 
unemployment benefits continues to fall steadily, but at a much slower pace than in previous weeks, which is 
raising fear that the U.S. economy may suffer permanent job losses, since the service sector, especially travel and 
leisure, continues to recover slowly.

Interestingly, there is a big real estate boom underway in the Mountain West.  Lake Tahoe, Park City, and many 
towns in the Rockies are benefitting from folks fleeing city centers, since they have effectively proven to their 
employers that they can be more efficient working from home.  It will be interesting to see if city centers will 
fully recover, now that many employees want to continue working from home.  Naturally, many of our Large 
Cap Growth stocks are benefitting from the work at home explosion.  Furthermore, our cloud computing stocks 
certainly make it easier to work at home and for companies to be more “virtual.”

THERE ARE SOME BuBBlE STOCkS THAT NEED TO BE “PRICkED”

A bit over a month ago, the 29 stocks in the Russell 2000 that traded under $1 per share surged an average of 
almost 80% in just a week.  Hertz was the “poster stock” during this low-price stock surge, since after filing for 
bankruptcy, the stock briefly surged from 0.816 cents per share to $5.53 per share in just three days, despite the 
fact that the NYSE is seeking to delist the stock! The speculation in low-priced stocks triggered interesting 
comments from Leon Cooperman and Princeton Economist Burton Malkiel about millennial investors unwisely 
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speculating in low priced stocks and day trading. We don’t believe this will end well for low-priced stocks, 
because the only thing that keeps stock prices rising is rising sales and earnings, not investor mania.

Our friends at Bespoke issued a great report that showed that through July 13th, the seven largest companies in 
the S&P 500, namely AAPL, AMZN, FB, GOOG, MSFT, NFLX & NVDA, as a group, were up 45% year-to-
date, while the rest of the S&P 500 had declined 11%.  The capitalization weighting of the S&P 500 is notorious 
for “blowing bubbles” under technology stocks, since back in March of 2000, approximately 54% of the S&P 500 
was concentrated in seven technology stocks that eventually burst.  

Navellier & Associates owns Apple, Amazon, Facebook, Google, Microsoft, Netflix, and Nvidia, in managed accounts. 
Louis Navellier & his family own Apple, Amazon, Microsoft, Netflix, and Nvidia. 

This time around, even though the S&P 500 is blowing another bubble underneath more technology stocks 
(MSFT is the only technology stock that was included in the March 2000 bubble), we do not expect this bubble 
to burst. MSFT, NVDA, and some of the other stocks should post better than expected second-quarter results as 
well as positive third-quarter guidance. Other stocks with little earnings may not be as lucky.

As a result, a flight to quality will likely ensue, which is great news for our fundamentally superior stocks.  As 
always, our best defense remains a strong offense of companies that should post better than expected second-
quarter results and provide positive third-quarter guidance!

lOuIS NAVEllIER’S FORECAST FOR THE SECOND HAlF OF 2020

July is historically a seasonally strong month.  Investors are typically happy and in a good mood after the 4th 
of July holiday.  Then the second quarter announcements commence in mid-July and since the good earnings 
come out early, the last two weeks of July are typically positive for the stock market.  I have already observed 
that the analyst community was too pessimistic about the second quarter results, so I expect lots of big surprises.  
Even more important than the second quarter results is the third quarter guidance and I have noted that many 
companies are issuing positive guidance as they learn to cope with the Coronavirus.

August is a seasonally weak month, except in a Presidential election year.  I expect that the stock market will 
“back and fill” commencing in the second week of August after the best second quarter results winddown.  
Furthermore, August is typically characterized by light trading volume as many on Wall Street are gone on 
extended summer vacations.  Light trading volume tends to attract scam artists that try to manipulate stocks 
with false rumors or bogus research reports from short sellers.  Frankly, I hate August and think the stock market 
should be closed for the entire month.  Ironically, the stock market often meanders higher in August in Presi-
dential election years as the candidates “suck up” to voters and boost consumer as well as investor confidence.  
This time around, I am patiently waiting and hoping that the candidates commence “sucking up” to voters.

September marks the return to higher trading volume, especially after Labor Day.  This higher trading volume 
tends to amplify recent market trends, so if August was lackluster, then September could be tough month.  
The decision to reopen schools is already being debated amidst the Coronavirus and this debate will likely 
persist in school districts across the country.  The quicker daily life gets back to normal, the more optimistic I 
expect investors to be.  Distractions, such as whether or not schools should open remain, can hamper investor 
confidence.  Fortunately, by mid-September, quarter-end window dressing typically boosts fundamentally 
superior stocks as institutional investors strive to make their portfolios more attractive for their quarterly reviews.  
Additionally, the 90-day smart Beta ETF realignment tends to naturally boost the strongest stocks at the end of 
the quarter.

October is actually a seasonally strong month in the past 30 years, despite the fact that October 1987 was a brutal 
month.  The Presidential debates should be in full swing and the candidates should be “sucking up” to voters, 
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which is good for both consumer and investor confidence.  We should not be too distracted by the polls, since 
they were wrong four years ago.  The path to the Presidency goes through several swing states, which will pick 
the winning candidate.  Fortunately, by mid-October, the third quarter commencement season will commence 
and companies are expected to announce improving sales and earnings due to businesses learning to adapt to 
the Coronavirus.  Furthermore, a Covid-19 vaccine should finally be available, which should help to boost both 
business and consumer confidence.

November will be highlighted by the Presidential election and let’s hope for a decisive outcome, otherwise 
the election results may be endlessly contested.  Investors do not likely uncertainty, so hopefully if there is an 
uncontested election, then the path for the U.S. economy will be much more certain.  November is historically a 
seasonally strong month when an early “January effect” commences just before Thanksgiving.  I should add that 
Thanksgiving is normally a happy time of year when we gather to meet with friends and family for food, football 
and libations.  When people are happy, investors are happy and more confident, which is why November is a 
historically a seasonally strong month.

December is also a seasonally strong month as the holidays approach.  Although December can be characterized 
by tax selling as investors often realize losses to offset their gains, if capital gain taxes are expected to rise in 2021, 
the year-end tax selling could be more robust than in previous years.  The Coronavirus should be in remission by 
December and the most vulnerable, like healthcare workers and the elderly, should have been vaccinated.  With 
Covid-19 finally defeated, the shackles on the U.S. and international economies will diminish, so prosperity 
should be rising and I expect a strong finish to the year.  One thing the Coronavirus has taught America and 
the world is that it is against human nature to be locked up.  As we get out and about, the “velocity” of money 
naturally accelerates and prosperity rises!

In conclusion, a Covid-19 vaccine, the school year, the Presidential election and the national mood during the 
holidays should set the tone for the second half of 2020.  Amidst these distractions, our best defense remains 
a strong offense of fundamentally superior stocks.  The crème a crème will be the companies that can sustain 
strong sales and earnings, regardless of a negative news media and questionable financial reporting.  The best 
“windows” for investors to add money will be mid-September (before quarter-end window dressing), 
mid-October (before the third quarter announcement season) and mid-November (before an early January 
effect).  Overall, thanks to fundamentally superior stocks, we can control our own destiny, regardless of seeming 
endless distractions and a negative media.

SuMMARY

Our dividend growth and conservative growth stocks are poised to continue to break out relative to the overall 
stock market.  The low-price stock bubble was recently “pricked” and we expect that other bubble stocks may 
fizzle.  As a result, a flight to quality will likely ensue, which is great news for our fundamentally superior stocks.  
As always, our best defense remains a strong offense of companies that should post better than expected second-
quarter results and provide positive third-quarter guidance!

The debate about whether we are in a V-shaped or U-shaped economic recovery remains fascinating.  However, 
based on consumer confidence, durable goods, retail sales, vehicle sales, housing starts, and building permits, 
it appears to us that the Fed’s ultralow interest rate policy is stimulating sales, especially in the automotive and 
housing sectors.  The Fed is also striving to fight deflation and since home prices keep rising, it appears to us that 
the Fed is on the right track to stimulate both consumer and investor confidence.

Speaking of consumer confidence, we expect it to continue to remain strong, since this year is a Presidential 
election year.  It is impossible to be elected President unless the candidates “suck up” to voters and typically the 
most positive, inspirational candidate wins.  We are all waiting for this “suck up” phase to commence, since it 
should help to boost the stock market as it historically does in Presidential election years.
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How we view the world is similar to how we deal with the coronavirus.  We can choose to hide until there is a 
vaccine or we can get “out and about” with our face masks and social distancing.  Fortunately, as investors, there 
is a silver lining, a critical path that we can follow, namely our fundamentally superior stocks that should post 
better than expected second-quarter results, plus issue positive guidance for the third quarter. 
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