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Weekly Update: 
 

 Weekly summary of portfolio performance is outlined on pages 9, 10, and 11. The top performer on 
the week was NEOG, up 7.08% while the weakest performing name on the week was Tokai Carbon, 
which declined 12.99%  

 Last week I spoke briefly about the narrowing of the trade gap in February, and a subsequent 
assumption that it should bode well for GDP calculations.  That actually did occur, as 1Q19 GDP was 
3.2%, versus 2.2% in 4Q18.  However, I’m not convinced that those numbers are as strong as the 
headlines suggests, when drilling down by line item (continued on pg 2).     

 Global market performance: 

   
 Current sector rotation (RRG), relative to the S&P 500 

     

 
 
 

1 Week Performance Futures
S&P (SPX) 1.21% -0.18%
NASDAQ (COMPX) 1.83% -0.34%
Nikkei (NI) 0.98% -0.31%
FTSE (FTSE) -0.42% 0.00%
USD/JPY -0.26% -0.16%
EUR/USD -0.63% 0.03%
WTI (OILSW) -1.09% -0.16%
Brent (OILBR) 0.25% -0.99%
Natural Gas (NG2Spot) 3.05% -0.35%
Copper (HG2Spot) -1.15% -0.21%
Gold (GC2Spot) 1.00% 0.19%
Soybeans (S2Spot) -3.04% 0.15%

Ticker Sector Quadrant
XLF Financials Leading
XLI Industrials Leading
XLK Technology Leading
XLP Consumer Staples Improving
XLU Utilities Improving
XOP E&P Weakening
XLY Consumer Discretionary Weakening
XLE Energy Lagging
XLB Materials Lagging
XLRE Real Estate Lagging
XLV Healthcare Lagging
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Market thoughts: 
 

 1Q19 GDP had a strong print on the quarter at 3.2%, but there were some items in the report that I 
think are worth monitoring.  Specifically, personal consumption expenditures increased 1.2%, versus 
2.5% in the prior quarter.  Consumption of goods was actually down 0.7%, versus an increase of 2.6% in 
the prior quarter.  The areas specific to consumption that saw the strongest levels of growth were 
related to healthcare and non-durable goods.  Additionally, some of the strongest areas specific to the 
most recent GDP report came via government spending, and a reduction of imports.  My position as it 
relates to stock selection is still long biased, as my market regime filter is still indicating as such.  But 
still…as it relates to the overall macro picture, I’m of the opinion that the prior Q’s GDP performance is 
not quite as strong as I initially thought.   

Trade idea 1 (System 3-Moving average crossover: description on page 6*, chart on page 7): 
 

 Hailiang Education Group (HLG-$57.10). Potential long candidate 
 “provides private K-12 educational services.  The company offers educational and international 

programs at the kindergarten, primary school, middle school, and high school levels in China” (Source: 
Bloomberg).  HLG is an American Depository Receipt, and has no analyst coverage. 

 Like prior longs that I’ve been screening for, this one appeared as a result of a moving average 
crossover (10 period above the 100 period MA). 

 The crossover occurred on the 22nd, and prices have moved 15% higher since that time.  Prices actually 
moved 13% to the upside on the 26th, on above average volume, following initial identification. 

 Between 8/10/2018 and 2/22/2019, HLG prices declined 60% from $82.18 to $32.20.  Of note to me is 
that in measuring the 14 period RSI over that same time period, I detected a bullish divergence.  In 
short, while prices have been in decline, the indicator that I use to detect momentum did not mirror 
the price decline. 

 I also took a look at the anchored volume weighted average price (AVWAP), using HLG’s 10/2018 
earnings release as the “anchor”.  In doing so, I see that the average investor who acquired shares from 
that time period on, had a fill price of $45.99.  As that price is below current prices, it implies to me 
that the average investor when measuring from that time period is in a positive position. 

 When looking at the volume at price indicator, I detect a mode of value at the $60/share range, which 
admittedly could serve as a point of resistance.  Still if prices move through those levels, I expect it to 
act as a point of support. 

 On a fundamental level, HLG has a 5 year revenue CAGR of 21.76%, and sequential growth of 37% over 
the prior year. 

 Specific to the balance sheet, HLG has $1.06 billion in cash, and zero debt on its books. 
 As far as short interest is concerned HLG is currently showing 11.4 days to cover shares held short. 
 As far as risk management is concerned, my exit price would be at $54.53, should my thesis be 

incorrect.  This exit implies a max loss threshold of 4.5% (which I would establish as a trailing stop), and 
is based on a multiple of 1.12x the current ATR of 2.30. 
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Prior 2019 recommendation(s) 
 MRUS: 04/16/19 BUY (System 3): Entry = $16.83; Current Price = $16.49; Profit/Loss = -2.02 
 PLCE: 04/16/19 BUY (System 3): Entry = $107.00; Current Price = $112.15; Profit/Loss = 4.81% 
 PI- Impinj: 04/16/19 BUY (System 3): Entry = $19.08; Current Price = $21.70; Profit/Loss = 13.73% 
 NANO- Nanometrics: 04/09/19 BUY (System 3): Entry= $32; Exit= $30.54; Current Price = $30.53; 

Profit/Loss = -4.56% (NANO prices breached our stop loss price on 4/17, which would have caused us to 
close out the position) 

 GM- General Motors: 04/02/19 Sell (System 3): Proposed Entry= $36; Current Price = $40.01; 
Profit/Loss = N/A (sell stop price yet to be hit) 

 MU- Micron Technology: 03/26/19 BUY (System 3): Entry= $40.55; Current Price=$42.11; Profit/Loss 
= 3.85%  

 BOMN- Boston Omaha: 03/19/19 BUY (System 3): Entry= $27.61; 03/22/19; Exit = $26.36; Current 
Price = $24.33; Profit/Loss= -4.5%. 

 BZUN- Baozun Inc: 03/12/19 BUY (System 3): Entry= $39.75; 03/29/19; Current Price = $47.53; 
Profit/Loss = 19.57% 

 QRVO- Qorvo Inc: 03/05/19 BUY (System 3): 03/21/19; BUY =$72; 03/25/19; Exit =$71.52; Current 
Price= $75.45; Profit/Loss= 0.99%.   

 PS- Pluralsight Inc: 02/26/19; BUY (System 2); Entry = $29.54; 03/02/19; Exit = $32.84, Current Price = 
$34.48; Profit/Loss = 11.2%.   

 VRTX-Vertex Pharmaceuticals: 02/19/19; BUY (System 2); Entry =$188.07; 03/05/19; Exit = $187.69, 
Current Price = $172.52; Profit/Loss = -.002%.  

 JOBS- 51Jobs Inc: 02/12/19; BUY (System 3); Entry = $69.14; Current Price = $93.87; Profit/Loss= 
35.77% 

 FTNT-Fortinet: 02/05/19; BUY (System 3); Entry = $80.14; Current Price = $93.03; Profit/Loss = 
16.08% 

 NWL-Newell Brand: 1/29/19; BUY (System 2); Entry = $21.13;  2/15/19; Exit = $18.68, Current Price = 
$14.42; Profit/Loss= -12% 
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IPO News 
 

 As far as upcoming offerings are concerned, there are 23 IPO’s listed, with a total combined value of 
$10.58 billion.  Of those 23 listings, 6 are located in the United States and represent a total of $9.71 
billion. 

 Ultimately however, the upcoming IPO list is all about Uber Technologies with its $9 billion offering size 
(accounting for 85% of the value of ALL 23 offerings) 

 The announcement was made on 4/11/19, and is expected to price on 5/9/19. 
 Morgan Stanley is lead manage of the offering, which is expected to price between $44 and $50 per 

share. 
 Uber’s closest comp, LYFT completed its IPO on 3/28/19 at a price of $72 per share, and is currently 

trading at $57.49.  

 
Trade System Descriptions* 
 

 System 1: Momentum ranking while accounting for volatility.  Basket of stocks are ranked based on 
their momentum over the last 90 days (using the exponential regression). That number is annualized 
and then subsequently multiplied by the R2 (coefficient of determination),in order to penalize stocks 
for excessive volatility.  Goal is to locate stocks with strong, steady momentum 

 System 2: Retracement while in a primary trend.  For long ideas, the goal is to identify names that have 
been moving higher, but have recently pulled back slightly.  I look for stocks whose current price likes 
below the 20 day moving average, but above the 50 day moving average, while momentum (14 period 
RSI), is pointing higher as well.  

 System 3: Moving average crossover.  Basic system attempting to capture a stock poised to breakout.  
Can use a 10 day MA crossover above the 100 day MA, 20 above the 50, 50 above the 200, etc… 
depending on risk tolerance.     

a 
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