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For the fourth consecutive year, we start afresh and begin a new calendar year with either an acrostic or an acronym to help investors better 
understand how our portfolios are positioned. For the forthcoming year of 2023 our acronym is the word, G.A.R.P. Many have asked why we 
use this methodology to communicate to investors our model allocations and economic viewpoints. Over the years we have come to realize 
that as we grow older, we as adults, learn in a different manner than children. Children are taught concepts via memorization as foundational 

building blocks so when they face new experiences in life they can recall data previously learned in order to react to a situation never once 
faced. We as adults on the other hand, learn in just the opposite fashion, as we look back at past experiences to help us learn new concepts 
vs. rote memorization. For instance, a song, movie, or sporting event may allow us to recall names, places and events that can permit us to 

relate to a new concept that normally would be a challenge to grasp. 

Certainly, the world of finance and investments can be exceptionally dry, boring, and bland to those who were trained in other disciplines  
such as engineering, medicine, law, or teaching. We have found that if we can relate a complex financial concept to an experience that was 
previously enjoyable, we may just relate and grasp it on a deeper level. In the past we have used songs or lines from songs, such as, Gimme 

Three Steps, Meet the New Boss the Same as the Old Boss or historical events, such as, All the Presidents Men and the line: “Follow the money…” 
to remember an important point. It is in that vein that we hope investors will remember how we are focused in 2023 by the 1982 critically ac-

claimed movie that starred the late and great actor Robin Williams, “The World According to Garp.” For those who want to stroll down memory 
lane and find out more about the movie and the original novel written by John Irving check out this Wikipedia link:  

https://en.wikipedia.org/wiki/The_World_According_to_Garp_(film)

So, aside from the popular book and movie, how does the word GARP apply to the world of investing? As defined by the good folks at 
Investopedia the acronym G.A.R.P. stands for Growth at A Reasonable Price and means: “What Is Growth at a Reasonable Price (GARP)? 
Growth at a reasonable price (GARP) is an equity investment strategy that seeks to combine tenets of both growth investing and value 

investing to select individual stocks. 

GARP investors look for companies that are showing consistent earnings growth above broad market levels while excluding companies 
that have very high valuations. The overarching goal is to avoid the extremes of either growth or value investing; this typically leads  

GARP investors to growth-oriented stocks with relatively low price/earnings (P/E) multiples in normal market conditions.” For a  
deeper dive check out this link: https://www.investopedia.com/terms/g/garp.asp
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THE WORLD ACCORDING TO G.A.R.P. - OUR THEME FOR THE YEAR 2023   (Continued from last page.)

GROWTH GIVE WAY TO VALUE 
Due to the fact that we as human beings suffer from a condition called Recency Bias, many of us believe that because Growth Stocks 
outperformed Value Stocks in the Decade of the 2010s that it has always been that way. Actually, it hasn’t, and the last decade was an 
anomaly as you have to go back to the Great Depression to find another rolling ten-year period where Growth outperformed Value. It is 
our belief that Value Stocks (as they have over the last one-year period) will provide investors with more competitive returns than Growth 
Stocks. Check out the link below that gives a great historical picture of this relationship: https://www.alliancebernstein.com/americas/en/
institutions/insights/investment-insights/value-stocks-still-plenty-of-fuel-in-the-tank.html

ANALYSTS’ ESTIMATED EARNINGS 
There has not been a period in recent years where estimated S&P 500 EPS estimates have been so bifurcated. With CY 2023 estimates 
based on FactSet data anywhere from a high of $242 to a low of $200 the range is quite diverse. Applying a historic average multiple of 
16.5X to this span provides an S&P 500 price estimate between 4,000 and 3,300. Based on this exceptionally wide dispersion, we would 
ask investors to be patient in the first two quarters as markets find their footing and greater amounts of data become available. The good 
news is as we move through 2023, the actual EPS numbers will be made known and greater clarity on how prices may progress through 
the year will come from it. As we make our case below, Valuations and Fundamentals really do matter and especially in a backdrop that 
includes higher cost of capital.  
Source: https://insight.factset.com/larger-cuts-than-average-to-eps-estimates-for-sp-500-companies-for-q4-to-date

Although we fully embrace this style of investing, we wanted  
to take the acronym GARP and turn it into an acrostic. Hence,  
our theme for 2023 is the word G.A.R.P. but can be translated  
in the following fashion:

G  rowth Give Way to Value
A  nalysts’ Estimated Earnings
R  eshore to Ensure
P  in the Equity Style Box



P
R

Quarterly Investor Newsletter 
Model Allocations & Market Analysis  
January 2023

RETIREMENT SERVICES

Do not distribute without permission.

3

NEPSIS RETIREMENT SERVICES™

(952) 746-2003 • Fax: (952) 746-2006
8674 Eagle Creek Circle, Minneapolis, MN 55378
www.InvestWithClarity.com  |  Blog: www.InvestingWithClarity.com

©Copyright 2022. 
Advisory services offered through Nepsis Advisor Services, Inc.: 
An SEC Registered Investment Advisor.

THE WORLD ACCORDING TO G.A.R.P. - OUR THEME FOR THE YEAR 2023   (Continued from last page.)

RESHORE TO ENSURE
In our estimation, that last 30 years and in particular the last decade, will be known as the Great Period of Globalization. Following the 
collapse of the USSR in 1989, the signing of NAFTA in 1993 and the admittance of China into the WTO in 2001, ushered in a period of 
outsourcing of labor and factories to lower cost-of-living Emerging Markets we use to refer to as the BRIC (Brazil/Russia/India/China) 
Countries. Our belief is that due to the ramifications of COVID-19, the Russian invasion of Ukraine and the unpredictable behavior of the 
CCP, companies in the US, Western Europe and Japan will be reshoring their operations and labor back home to greater ensure their con-
trol over future unforeseen events. The bottom line is that Globalization which suppressed inflation over the past generation; it would 
be logical to assume that de-globalization will have the opposite effect. A supporting article written by Northern Trust can be seen at: 
https://www.northerntrust.com/united-states/insights-research/2022/weekly-economic-commentary/reshoring-realities

A “GAME OF CHICKEN” OR SOMETHING ELSE?
In the decades we have been performing investment 
research, we not seen, since the early 1980s, such a  
disparity between what the Fed says they are planning to 
do and what Bond Investors really believe they will do. 

Only time will tell who wins out on this modern version  
of The Battle at the O.K. Corral, but for now the markets 
are suggesting the Fed is doing a bout of “Do as I say not 
as I do!” This relationship will be dramatically large in 
deciphering how the year 2023 will unfold!

Source: https://aptuscapitaladvisors.com/the-market-in-
pictures-december-16/

P IN THE EQUITY STYLE BOX
As the capital markets in the future likely deal with both higher inflation and interest rates, 
history would suggest that the CPI and the Fed Funds Overnight Lending Rate settle in 
somewhere between 3-5% (see the links below for historical data.) If we apply the simple 
Rule of 20 and subtract the historic rate of Inflation of 3.3% from 20 we get the number 
16.7. This would imply that with normal rates of Inflation that investors in general would 
not desire to pay more than 16.7X (P/E Ratio) for a future dollar of Earnings. Because of 
this relationship between Inflation and Price-Earnings Ratios, we reference the Forward 
P/E Russell Indices Style Box in the link below which suggest that the following styles of 
Large Value, Large Core, Mid Value, Mid Core and Small Value would be the most ideal in 
this environment vs. more expensive Growth Styles. Supporting documentation click on 
these links: https://www.finder.com/fed-funds-rate https://tradingeconomics.com/united-
states/inflation-cpi , https://www.ftserussell.com/products/indices/russell-us-style
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TACTICAL MODEL EQUITY CHANGES - Q1 2023

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 allocation in the modeling process.  

For Q1 2023 we have realigned our Models to be precisely at the weighting of the benchmark. This is a major change to our steep under-
weighting in Bonds and overweight in Cash over the last 18 months. With short-term rates in the 4.5% range, US Treasuries less than 2 years 
in length provide a strong ballast to our models. 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, the only slight  
underweight is Bonds in our Tactical Growth Model.

Source: Morningstar

Before we comment on our changes for Q1 2023 we want to reiterate that the last three years have been unprecedented in the need for major  
alterations to our portfolio models. The transition from somewhat normal markets in 2019, to COVID Lockdown plays in 2020 which warranted  
major positions in Small-Midsize Technology Stocks, to the Re-opening theme of 2021 which allowed for significant overweights in Energy  
and Commodities, to finally the focus on very defensive Large-Cap Blue Chip stocks of 2022, agility and flexibility in our minds were highly  
necessary. As we embark on what we believe is back to a fundamental and valuation focused market and away from a heavy emphasis on  
market-cap weighted index products, we again proposed numerous changes for 2023. A brief summary of which are referenced below:

 • U.S. Stocks Over International - With the likelihood of the Dollar staying strong vs. other currencies permits a significant  
  overweighting in Domestic Companies vs. those of Greater Europe or Asia.

 • Value Over Growth - With the likelihood of Inflation settling in at the historic average between 3-4% has in the past allowed for  
  Value stocks to outperform their Growth brethren. 

 • Quality Over Speculative - With the likelihood of the Fed not returning to ZIRP (Zero Interest Rate Policy) as modest Inflation  
  persists, companies with Quality Balance Sheets favor those that don’t. 

 • Adding to SMID - With the likelihood of Inflation settling in at the historic average between 3-4% has in the past allowed for  
  US Small and Midsize stocks to outperform their Large-Cap brethren.

 • Trifecta Sector Focus - With the likelihood of strong fundamentals being a decisive piece of selection criteria would justify  
  overweights in three discounted sectors, Energy, Healthcare and Financials. 

 • Lifeblood of our Economy - With the likelihood that the switch to Green Energy will not happen overnight, the lifeblood of power  
  generation, traditional Energy sources remain in a Low Supply and High Demand imbalance. This relationship warrants a focus on  
  Energy Production and our ownership of ticker XOP. In addition, with the likelihood continued ubiquitous need for Semiconductor  
  Processing Chips in nearly everything we use, the lifeblood of transferring information from point A to B warrants a focus on  
  Semiconductors and in particular ticker SMH.

(Continued from last page.)
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REFINEMENT OF OUR STOCK SELECTION PROCESS

Because of the factors stated on page one, for the first time in many years active management and the keen selection of securities will be  
paramount in meeting client’s goals and objectives and thus a more dynamic asset management process is required. It is for that reason  
that we are expanding our use of individual securities as we garner greater control over what we own and why we own it.

 • We are broadening our stock selection process to include three models built by CFRA to now include the Top Ten Portfolio in  
  addition to the High Quality Capital Appreciation (HQCA) and Total Return Portfolios.

 • The Top Ten Portfolio focuses on ten GARP or Growth at a Reasonable Price stocks while the HQCA and Total Return portfolios  
  (15 stocks each) are slanted more towards Value Stocks.

 • With the addition of the Top Ten Stock Portfolio, we will have a pool of 40 stocks with which to choose 20 that best meet our own 
  proprietary fundamental screening criteria.

 • Each Tactical Model from Growth to Income will contain the same 20 stocks just in different increments. Moreover, each model  
  will derive 50% of the entire equity position from the 20 stocks. 

TACTICAL MODEL BOND CHANGES - Q1 2023 

Dare we say or even suggest that High-Quality and Short-term US Treasury Bonds could add value to the portfolio selection process?  
At least as of the drafting of this report the answer is: "Yes!" 

Through the addition of tickers VGSH, SCHO and BIL we have placed a significant amount of our Bonds in Treasuries that mature in  
two years or less. For now, this remains in our estimation the most optimal part of the Yield Curve as the six-month T-Bill is yielding  
4.7% while the 10YR T-Bond is only yielding 3.5%. We have also added ticker TSIIX as a core holding in the Multi-Sector Bond Category.
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Usually, if the chart registers a number near 70 or greater (August 2022) 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 (early-October 2022) it means the market is oversold, and 
an expected rally may ensue. At a 42.01 reading the RSI shows that market momentum is considered slightly oversold, indicating 
a likely uptrend in prices could be expected at some time in the upcoming quarter.  

• The lack of definitive market action to either the upside or downside showed the battle between Bulls and Bears was  
 literally a stalemate in Q4 2022. At this point, the overall Market reflects a neutral posture as the S&P 500 is sitting right  
 between its six-month high and low. Since the COVID-Crash of 30 months ago, the S&P 500 Index has recovered 138% of  
 the 35.5% drop when it reached its three-year bottom of 2,190 on March 23, 2020. 

• The breadth of the market (how much volume was recorded on up days vs. down days) can be seen as bearish, as days  
 of steep declines saw greater volume than those days of upside. 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 of different time frames.  When the black line crosses over the red line to the upside as it 
 did in mid-July as it signaled the forthcoming market increase, which in fact occurred off of the October bottom and  
 continued into the first two weeks of December. Lastly, as the S&P 500 sits right at its 50-day Moving Average it appears  
 that it is in a holding pattern and is rudderless for the near term as it awaits further information.

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 4,325 was reached on August 16,  
2022. The six-month low is represented by  
the mark of 3,491 reached on June 16, 2022. 
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 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.

REPORT SUMMARY

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.

As we reflect on Q4 2022, we, like any investment manager, take time to ascertain what has worked and what has not worked.  
Certainly, our overweight position in Energy and Commodities helped performance. Our underweight position in intermediate  

to longer-term government and high-quality corporate bonds also helped performance. Our addition of Large US Growth Stocks  
has detracted from performance and has not helped. If we step back and make a true assessment of the situation before us and  
the vast changes our society has and will likely continue to undertake to deal with a post-COVID-19 world, persistent inflationary  
pressures, and higher interest rates, we must be prudent in how we approach the future. It is for that reason that we have instituted 
many more changes than normal. 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, as our W.A.I.T. theme for 2022 comes to an end and we transition to G.A.R.P., we will likely continue to be witnessing 
slightly higher interest rates (at least not zero), persistent inflation in line with historic norms and a focus on De-Globalization as  
we walk through 2023. Our hope as always is that we have articulated our thoughts on various outcomes and as to what if any 
changes would be forthcoming following certain scenarios.  
 
Thanks for your continued partnership as we vigorously keep our finger on the pulse and manage through the year 2023 together!


