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NorthCoast Reduces Exposure After August Gains 
The recent action in the stock market provided an opportunity to highlight why we utilize a 'Cash Scaling' investment 
approach in our tactical strategies. After the steep sell-off at the end of July caused some investors to exit the market or at 
least reduce exposure, NorthCoast increased its equity exposure to almost 100%. This proved to be 
an advantageous stance as equities rallied almost 4% in August. While momentum and fear contribute to our market 
outlook, they are only a few pieces of the over 40 indicators that guide our equity exposure. So, while confidence among 
investors was decreasing, equity exposure in our tactical strategies was increasing.  
 
Then, as equities moved to new highs throughout the month we began to reduce exposure. While Macroeconomic, 
Sentiment, and Technical indicators remained bullish, Valuation signals provided cause for concern. The easy gains are 
most likely behind us and we enter the fall season slightly more cautious as we seek opportunities in new positions.  
 
Our equity and cash positions are neither major gambles, nor big bets. They simply reflect our current view on the market 
for the short/medium term. As new data enters the marketplace, our quantitative signals and posture will change to reflect 
any and all new information. The ability to move to cash in declining markets (or fully invest in bullish markets) has been a 
key contributor to our long-term success, and will continue to be so in the future. Even the likes of Warren Buffet are 
starting to take note on the benefits of cash positions in a portfolio (InvestmentNews: Cash Holdings Finally Getting Some 
Respect).  
 
The NorthCoast Navigator is a market "barometer" displaying NorthCoast's current equity outlook. This score is determined by multiple data 
points across four broad dimensions including Technical, Sentiment, Macroeconomic, and Valuation indicators. 
The daily result determines equity exposure in our tactical strategies. 
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 S&P 500 ended the month 
+3.9% with YTD at +9.4%  
 Momentum increased in 

August with the market 2% 
above its 50-day moving 
average, 4% above the 100-
day, and 7% above the 200-
day  
 Volatility (VIX) decreased to 

its annual average level of 
12.0 from the 17.0 high it 
experienced in July 

 SPY equity funds 
experienced negative flows 
(-3.9%) in July  
 The UM Consumer 

Sentiment Survey edged up 
to its highest levels since 
June indicating positive 
action in the U.S. retail 
landscape  
 Short interest and retail 

sentiment survey results 
remained relatively 
unchanged  

 U.S. GDP remains in a slow-
growth movement at 2.0% 
annualized 
 Unemployment rate was 

unchanged at 6.2% with a 
decrease jobless claims and 
an increase in housing starts 
 Leading business indicators 

reached their highest levels 
in August for 2014 

 P/E increased to its highest 
levels of the year  at 18.0 
 Forward P/E edged higher to 

16.8 
 Both trending higher above 

their 10-year historical 
averages  
 More opportunities exist in 

the small and mid-cap space  

As of 8/31/2014. Data provided by Bloomberg, GoldmanSachs, Morningstar.  
 

http://www.northcoastam.com/whitepaper-cash-scaling.pdf
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&ved=0CB4QFjAA&url=http%3A%2F%2Fwww.investmentnews.com%2Farticle%2F20140804%2FFREE%2F140809988%2Fcash-holdings-finally-getting-some-respect&ei=1vUFVP63HtGRNsz6gLAM&usg=AFQjCNGWnPV0OnG-PMDuMYDtQYLoKtUfbQ&sig2=yDwmyVTUQZPUANfXDg5t3A&bvm=bv.74115972,d.cWc
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&ved=0CB4QFjAA&url=http%3A%2F%2Fwww.investmentnews.com%2Farticle%2F20140804%2FFREE%2F140809988%2Fcash-holdings-finally-getting-some-respect&ei=1vUFVP63HtGRNsz6gLAM&usg=AFQjCNGWnPV0OnG-PMDuMYDtQYLoKtUfbQ&sig2=yDwmyVTUQZPUANfXDg5t3A&bvm=bv.74115972,d.cWc
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Strategies Ride the August Rally 
STRATEGY DESCRIPTION COMMENTARY TOP PERFORMERS EQUITY EXPOSURE 

(END OF MONTH) 

CAN SLIM® 
All-Cap  
Tactical  
Growth 

CAN SLIM® reached a yearly high in August. Starting 
the month fully invested allowed the program to take 
advantage of the rally.  

AYI 
CELG 

HII 
90% 

CAN SLIM® 
INTERNATIONAL 

All-Cap  
International  

Tactical  
Growth 

CAN SLIM® International also hit a new high in August 
as the rally impacted equities across the world. Global 
outlook remains ‘Opportunistic’ moving into 
September with uncertainty in many international 
markets.  

AGO 
CNI 
PTR 

78% 

LEGENDS 
VALUE 

All-Cap 
Value 

With valuation at yearly highs, value stocks lost 
momentum but kept in line with their growth 
counterparts. Legends Value remains one of the top 
performing strategies YTD.  

EXH 
SMG 

100%  
(no cash scaling) 

TACTICAL 

GROWTH 

Dynamic  
ETF Allocation 

Growth 

International equity exposure accounts for over half of 
the portfolio allocation. With the positive movement in 
August, CIO Patrick Jamin comments, “There may be 
more gains ahead of us, but the market could be a little 
more volatile because there is less margin of safety”. 
13% of the portfolio remains in cash equivalents.  

IVV 
IJH 
IJR 

87% 

TACTICAL 
INCOME 

Dynamic  
ETF Allocation 

Income 

HYG remained the top holding of Tactical Income. It 
moved +2% in August. "HYG has some market 
sensitivity," Jamin conceded. "It has an equity flavor to 
it. Its beta to the equity markets is 0.55." 

HYG 10% 

The securities shown are for informational purposes only. They can change and are not a recommendation to buy or sell any of these securities or to allocate a 
portfolio in this manner. Data and performance shown is through 8/31/2014. Provided by Bloomberg, Investor’s Business Daily, NorthCoast Asset Management.  
 
About NorthCoast Recent Publications 

 

 
August Navigator 

95% 

 
 

July Navigator 
82% 

 
 

 
Stock Selection  

Whitepaper 
(CAN SLIM) 

 
NorthCoast Asset Management is an established leader in the field of tactical 
investment management, specializing in quantitative research and constructing 
risk-managed equity portfolios. Our experienced management team, long-term 
portfolio performance, and premier partnerships make NorthCoast a preferred 
choice for astute growth-oriented investors seeking downside risk protection.  

 

http://www.northcoastam.com/info/Why-NorthCoast.mp4
http://www.northcoastam.com/pdf/PC-Navigator-2014-08.pdf
http://www.northcoastam.com/pdf/PC-Navigator-2014-07.pdf
http://www.northcoastam.com/whitepaper-stock-selection.pdf
http://www.northcoastam.com/pdf/PC-Navigator-2014-08.pdf�
http://www.northcoastam.com/pdf/PC-Navigator-2014-07.pdf�
http://www.northcoastam.com/whitepaper-stock-selection.pdf�

