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-Brian Dress, CFA,  

Director of Research, Investment Advisor 

Jarvis™ Newsletter: The Worm 

Begins to Turn as Market 

Prepares for Earnings Season 

Overview: 

The stock markets, particularly in the US, have struggled since early September, amid inflation 

worries and rising interest rates. This week we began to see some reversals in those trends, with 

the S&P 500 gaining 0.88% over the five trading days between 10/8-10/14, impressive after 

indifferent Monday and Tuesday sessions. We saw further strength in the tech sector, as 

evidenced by a 1.15% advance in the NASDAQ Composite and a nearly 4% rise in the Software 

Sector ETF (IGV). With that said, those fearing inflation saw plenty of evidence to support their 

view this week, with ETFs related to oil and other key commodities continuing to dominate the 

“Most Risen” list. More on that later. 

Readers of the newsletter will know that through the September doldrums, we have remained 

constructive on the markets and especially our preferred sectors in technology and energy. 

Those who sold shares in September are now put to a difficult decision: whether to reinvest in 

stocks they sold, at prices that appear to be on the rise. As we always say, market timing is 

extremely difficult because it requires an investor to make two good decisions: one to sell a 

position and another to buy the position back in at a price lower. Even the best investors have a 

hard time pulling this off profitably over time. 

Ten-year treasury yields appear to have made a short-term peak on Thursday, October 7 (the 

day before last week’s soft employment report) at 1.61% and pulled back to 1.50% on 

Wednesday of this week. The conventional wisdom on Wall Street these days is that lower rates 

equal higher prices on growth stocks. We are not convinced that this correlation makes much 

sense on any time frame beyond the very short term. In fact, our view is that growth stocks offer 

a sensible hedge against inflation and rising interest rates in the medium to long-term. Many of 

these companies (think enterprise software, cybersecurity) have pricing power due to the 

essential nature of their products. We will be watching how things play out, but September’s 

rate/inflation fears appear to have been an opportunity for investors to add exposure to growth 

stocks.  

Earnings season began this week in earnest, with financial firms like Goldman Sachs (GS), 

Morgan Stanley (MS), and Bank of America (BAC) all reporting strong quarters. Though we tend 

not to favor the long-term investment case for traditional financials, we acknowledge that this is 

a good signal for the overall economy, as these companies tend to be economically sensitive. 

In today’s newsletter, we begin to prepare you for the coming barrage of earnings reports: first 
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by explaining the signals we are looking for in earnings calls and then giving you a preview of 

some selected earnings releases scheduled for next week.  

Finally, today marks the launch of Jarvis software system access for external users. For the first 

time, outside investors will have the opportunity to get their hands on the technology that drives 

this newsletter and our investment decisions at Left Brain. Visit our site to purchase your unique 

login to the system, as well as to view the first three tutorials explaining how users can get the 

most from their subscription. I am enclosing a link to the first video tutorial here, where our CEO 

Noland Langford and I explain the origins of Jarvis and how we center the application in our 

investment process: Jarvis Tutorials. 

If you like what you see here, please share this newsletter with other investors, friends, and 

colleagues. The success of the Jarvis newsletter depends on your word-of-mouth 

recommendation to other like-minded investors. Thank you, again, for your support in the early 

days of the Jarvis newsletter!  

With that all being said, let’s get into it! 

Interpreting the Jarvis Data (week of 10/8-10/14): 

Best/Worst Performing: 

Best/Worst Performing is a list driven by technical factors, like relative strength and stock price 

relative to moving averages. To learn more about how we use the “Best/Worst Performing” lists 

and the criteria Jarvis uses to choose stocks for each list, visit our Jarvis page and read the 

section entitled “Interpreting the Jarvis Outputs.” 

In last week’s letter, we shared an improving Best/Worst ratio of 13 to 16, indicating an advance 

in the overall market. This week we saw a continuation of that improvement, with a Best/Worst 

ratio of 21 to 7, which is the most bullish reading we have seen since August. 

 

As the .gif above suggests, we are going to “beat you over the head” again with the energy 

narrative. In this week’s list, 12 of the 21 Best Performing stocks come from that energy sector, 

driven by the move of front month crude oil futures above $80/barrel for the first time since 

https://leftbrainir.com/get-access-to-jarvis
Jarvis%20Tutorials
https://leftbrainir.com/jarvis
https://leftbrainir.com/featured-reports-2/10-8-21-jarvis-update
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LB•LOGIC The dominance of energy stocks continues to be the theme of Best Performing. As we 

wrote last week in the section entitled “Energy: More Room to Run?”, we think it is far from too late 

for investors to add exposure to energy. We expect growth in the business as prices continue to rise, 

though we think there is margin for error here: since the average producer in the US has mean 

production cost in the neighborhood of $50/barrel, prices could drop from here and those companies 

would remain profitable and free cash flow positive. Further, exposure to energy stocks is a 

straightforward way for investors to purchase some inflation protection. 

We still like CHGG as a long-term play. The conventional wisdom seems to be developing that as 

students return to in-person learning, they will turn less to the Chegg platform for tutoring and other 

enrichment. We expect use of the platform to remain sticky, with students learning the value of the 

platform during the pandemic. We continue to view BBBY favorably, but only from the bond side. We 

are not constructive on the stock at this time. 

2014. We have also seen positive action recently in the auto sector, particularly among auto 

suppliers and aftermarket parts retailers. 

Repeat readers know that we track which stocks from the “Best Performing” list appear for 

multiple weeks in a row, as we consider this a good indicator of short-term momentum.  

Some of the energy names we saw make a repeat appearance on this week’s Best Performing 

list: Devon Energy (DVN), SM Energy (SM), and Hess (HES). along with two pipeline operators in 

Antero Midstream (AM) and Enlink Midstream (ENLC). A few new entrants from the energy field 

include another pipeline operator Western Midstream (WES) and a refiner in Valero Energy 

(VLO). I would finally make mention of one of our favorite under-the-radar energy plays, which is 

Black Stone Minerals (BSM). BSM owns and manages oil/gas land interests, which it leases to 

established oil exploration firms. We like BSM as a good way to play energy through a business 

with very low capital expenditure requirements. 

Beyond energy, we saw repeat appearances horsetrack and gaming operator Churchill Downs 

(CHDN), and magazine publisher Meredith (MDP), high on the list for the third straight week due 

to the company’s acquisition by IAC Interactive (IAC)’s Dotdash. We also observed a repeat 

appearance from Digital Turbine (APPS), which is a company that helps app 

developers/operators monetize their applications. APPS stock has rallied more than 80% since it 

made a low on August 19 of this year.  

Finally, it is worth noting the appearances of American Axle & Mfg Hldgs (AXL) and Adient 

(ADNT), two auto suppliers. We have not mentioned the auto theme much in this newsletter, but 

we have observed some strength recently among auto suppliers like AXL and ADNT, as well as 

parts suppliers like Advanced Auto Parts (AAP). 

Worst Performing lacked a pattern, beyond what we identified last week: five of the seven 

stocks on the list have market caps of less than $10 billion. Two stocks we follow are on the list in 

online education platform Chegg (CHGG) and home goods retailer Bed Bath & Beyond (BBBY), 

which has suffered greatly since a series of analyst downgrades in the month of September.  

https://leftbrainir.com/featured-reports-2/10-8-21-jarvis-update
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LB•LOGIC We have long followed and favored solar energy as an investment theme. It is interesting 

that solar has underperformed so much in 2021, given how strong traditional energy has been. We 

think there is some catch up on the horizon for the solar sector. 

We are less worried about inflation than are some other investors, but we still think it is wise for 

investors to take some precautions in the event that inflation remains high for an extended period. 

Though we think that central banks will turn more hawkish in 2022 and supply chains should 

normalize to take away some of the inflationary pressures, we cannot deny the clear buying action in 

indicators of inflation like oil and metals. As we have consistently stated, we like pipelines and natural 

gas producers as the best way to gain inflation protection, but we also maintain that growth stocks 

should perform well in the medium term if inflation remains high. Yes, this does run counter to 

conventional wisdom which argues that higher interest rates will hurt growth stocks. 

Last we want to mention the action we’ve observed in the cannabis space. Though 3-5 years ago, 

optimism was high as the business went legit, the thesis really has not played out. Cannabis operators 

have underperformed badly in recent years. From our point of view, we don’t see a compelling case 

for investors to allocate significant money to the cannabis space at this time. 

ETF List -- Most Risen/Dropped: 

The ETF List is the way we follow sector trends. In Jarvis, we rank roughly 300 ETFs on a weekly 

basis and track which of these rose and dropped the most over the past week. Though we 

focus more on the micro than the macro, it is important to recognize which sectors are strongest 

at any given time, to help us identify opportunities that exist in our blind spots. 

• ETF List - Most Risen: In the 2000s, when oil/gas prices rose, we would generally observe 

strength in alternative energy plays. In 2021, that has generally not been the case. 

However, this week the strongest ETF in the list was Invesco Solar ETF (TAN), which rose by 

10.28% for the week. Beyond that, we saw continued strength from a number of inflation-

related indicators like iPath Series B Bloomberg Copper Subindex Total Return ETN (JJC), 

VanEck Gold Miners ETF (GDX), and Kayne Anderson Energy Infrastructure Fund Inc. 

(KYN). Energy-related ETFs were 5 of the top 20 this week. While this is a marked decrease 

from the 12 in last week’s list, it is still quite significant. 

As mentioned in the introduction, we are starting to see signs of life in the information 

technology business, with First Trust NASDAQ Cybersecurity ETF (CIBR) making the top 20 

after a 4.31% run over the past five days. Finally, there was continued strength in the 

cryptocurrency space with the Grayscale Bitcoin Trust (BTC) up 7.17%, as Bitcoin flirts with 

new all-time highs. 

• ETF List - Most Dropped: With risk on for the majority of the week as rates began to drop 

slightly, the main sources of weakness in the markets were vehicles that represent short 

exposures in treasuries, including ProShares UltraShort 20+ Year Treasury (TBT) and 

ProShares Short 20+ Year Treasury (TBF). Another very notable drop came in the 

AdvisorShares Pure US Cannabis ETF (MSOS), which lost 5.74% of value on the week. 
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LB•LOGIC This week was the first in over a month in which we saw significant strength in 

information technology. There is a key pattern we have noticed throughout 2021: stocks like those 

listed in this section tend to rally immediately after they report strong earnings, but fade in the 

months between earnings reports. It is positive to see that these shares appear to be rallying in 

anticipation of earnings over the coming few weeks. We must also note that the decrease in treasury 

rates is a likely factor in this week’s rise of the stocks mentioned above. 

Tickers Most Risen: 

We ordinarily skip the Tickers list for the newsletter, since often stocks will make it to the list for a 

brief time, only to drop again the next week. However, we saw a pattern emerging this week 

that we wanted to share with readers: upward reversals in a number of software stocks. 

Among the 20 Tickers Most Risen this week were: business spend management software 

provider Coupa Software (COUP), customer relations management software company Zendesk 

(ZEN), cloud-based advertising platform The Trade Desk (TTD), and cybersecurity leader 

CrowdStrike Holdings (CRWD).  

Earnings Season: What Does it Mean? 

Those who have followed Left Brain for some time will know that we consider earnings season 

the most important time in the investment calendar. I have often referred to earnings as our 

“Super Bowl”, with the added benefit that it comes four times per year. As investors, we enjoy 

the opportunity to hear from company management about business and financial 

developments, as well as to hear the tone of executives as we seek guidance on each 

company’s future prospects. You can hear more about how we look generally at earnings 

reports in our YouTube video entitled "What is earnings season?" 

As we mentioned above, earnings season began this week with the (mostly) positive earnings 

reports from the traditional money center banks like JPM, BAC, GS, and MS. There will be a 

trickle of earnings we follow next week, but the week after, some of our most favored 

companies will report earnings. We wanted to give you a good sense of what we are looking to 

understand from Q3 earnings, so you will be empowered should you choose to take in some of 

these reports this quarter. 

Generally speaking, we are always looking for trends. Our investment philosophy values positive 

trajectories in sales growth and profitability. Put simply, we are looking for evidence in an 

earnings report that a company has accelerating revenue growth and, especially for 

companies not yet profitable, whether they remain on a path to achieve profitability within a 

reasonable time frame. It is good to read the previous earnings report in anticipation of the 

coming release, this way investors can test the reality of the quarter’s results against previous 

https://www.youtube.com/watch?v=q27-ffiuxxw&t=1s
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expecations. This helps the investor assess whether he/she can trust management’s future 

projections on a go forward basis. In other words: is management credible? 

In the context of the current environment as companies tangle with Covid-related challenges, 

we are looking for a few key factors: 

1. Growth on a 2-year stack: this is particularly important for customer-facing businesses like 

retail, but important for some others also. Since brick-and-mortar retailers had virtually no 

in-person sales in 2020, revenue and earnings comparisons to last year’s numbers are non 

material. We have been assessing retail revenues to those from 2019 as a more 

appropriate basis for comparison. Examples of companies we are assessing this way are 

Bath & Body Works (BBWI), Target (TGT), Ulta (ULTA), among others. 

2. We are still looking for the typical Left Brain factors, including acceleration in revenue 

(sales) and earnings (profit). For the energy businesses we have begun to follow more 

closely in recent quarters, we are looking for acceleration of free cash flow. The free 

cash flow number reveals two concepts for us in the energy space: (1) are the 

companies increasing their capital expenditures? and (2) will the companies be able to 

use cash flow to pay down outstanding debts and therefore increase profitability by 

reducing interest expense? 

3. Supply chain: anyone paying attention to news of any type knows that businesses are 

facing major supply chain issues. Supply of goods is under threat, with labor shortages the 

norm in the US and in other countries. At the same time, Covid restrictions are lifting and 

consumers have extra cash on their balance sheets, meaning they are ready to spend. 

This has pushed demand higher, creating a major supply/demand imbalance. In 

particular, we have observed supply chain problems in shipping and semiconductor 

computer chips, both of which have had ripple effects across a wide variety of industries. 

We will be listening intently to CEOs as to how their businesses are weathering supply 

chain challenges. 

4. Competition: as always, we listen closely to earnings calls to hear whether a company is 

facing dynamic competition which threatens that business’s market position. Of course 

historical results are important, but as investors we are trying to project future 

performance. Competitive dynamics are one of the most crucial elements of that 

projection. 

5. Labor challenges: a key theme especially in the US has been a shortage of labor. This 

makes it difficult for businesses to operate and labor costs are rising. Particularly for 

companies that operate in labor-intensive fields, we will be listening closely to assess how 

much this challenge is impacting business results. 

6. Rebound candidates: in 2021, there has been quite a shift in market positioning. We have 

seen the emergence of energy, retail, and financials, mostly at the expense of 

information technology and healthcare. We are looking for turnaround candidates and 

https://www.cnbc.com/2021/10/12/a-record-4point3-million-workers-quit-their-jobs-in-august-led-by-food-and-retail-industries.html
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companies whose stocks have been under pressure in 2021 could do quite well if their 

business results are positive for Q3. 

Earnings Preview for Next Week 

Now that you understand generally what we are looking for in Q3 earnings, we want to preview 

a few reports that are on the calendar for next week: 

• United Airlines (UAL) – Tuesday/American Airlines (AAL) - Wednesday: The Delta variant 

clearly derailed the recovery in the travel business during the 3rd quarter. We will be 

interested to hear from management on how Delta impacted overall results for UAL/AAL 

as an early indicator for the Q3 Covid impact on travel and other businesses that 

depend on in-person commerce. 

• Netflix (NFLX) – Tuesday: Netflix has been one of the best improving tech businesses in 

2021, with the stock up nearly 25% year to date. In our view, this is impressive given that 

consumers have ventured out into the world this year much more than they did last year. 

We will be interested in the trajectory of subscriptions as the world continues to reopen. 

• Tesla (TSLA) – Wednesday: Tesla stock has been under pressure in 2021 but has rallied 

since mid-year and just 5% below 2020 closing price. Like other auto companies, Tesla 

has faced a challenge with microchip supply, but has recently announced plans to 

manufacture its own chips going forward. We are excited to hear more about these 

plans and how TSLA is dealing with other issues like labor supply. 

• Crocs (CROX) – Thursday: Crocs has been one of the strongest performers in 2021, but 

has pulled back slightly over the last few weeks. We like the stock and are impressed with 

the current management, but we have been skeptical about the stylistic value of the 

product. Though we are not predicting this to be the case, we will be listening for signs 

that Crocs’ position in the marketplace is slipping.  

• Chipotle Mexican Grill (CMG) – Thursday: In the dining industry, CMG has been one of 

the strongest businesses since the pandemic hit. As the company expanded its carryout 

business, growth has been strong. As other restaurants begin to function more normally, 

we will be interested to understand whether CMG sales will suffer as a result. 

Takeaways from this Week 

As I told our CEO Noland Langford yesterday, this week we were able to “score one for the 

good guys,” as technology and other growth stocks begin to show signs of life. We will keep a 

keen eye on the markets next week to assess whether there is follow through on this move into 

earnings. 

As we have mentioned many times in the past month, the momentum in the energy sector is 

undeniable, as we watched WTI crude oil futures top $80/barrel for the first time this week. As 

https://www.forbes.com/sites/arielcohen/2021/09/22/tesla-flexes-innovative-muscle-by-manufacturing-own-chips-during-supply-crunch/
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we told you last week, it is certainly not too late for investors to add exposure to the energy 

space, particularly those investors that fear inflationary pressures. Again, we lean toward 

pipeline operators and natural gas producers. Next week, LBIR subscribers will be able to read 

our first long form report on a natural gas exploration company, so make sure you don’t miss 

that. 

Earnings season is coming up quickly for investors and began this week with some bank 

earnings. Most of those reports were constructive, which tends to auger well for the overall 

economy. We told you what we are looking for in the coming weeks’ reports and previewed for 

you some of the most interesting reports for next week. 

Thanks again for your continued support of Left Brain and the Jarvis newsletter. Again, if you 

found value here, we would humbly ask that you pass the newsletter along to friends or 

colleagues with interest in investment strategy. Have a great weekend and we will speak with 

you again soon! 

Announcements: 

(1) The Jarvis system beta-test has officially launched! A special thanks to our software 

developers for getting the system ready for outside users. Pricing has been set at 

$299/month for new users to the platform, but we are offering a discounted rate of just 

$100/month for subscribers of other LBIR products. We want to give a benefit to our loyal 

LBIR subscribers. You can sign up here. Note that subscribers will receive a unique login 

for the Jarvis system within 24 hours of signup. 

(2) We hope the insights of the Jarvis newsletter are helpful to you as you get ready for the 

next week of stock market action. Please share this newsletter with your network if you 

found it of use. That’s the best way for our work to be found! For more details on Left 

Brain, Jarvis™, or anything else investing related, please reach out to us at 

www.LeftBrainIR.com. Feel free to contact me directly at briand@leftbrainwm.com or at 

(630) 547-3316 with any questions. We would love to receive your reader feedback on 

how we can make this weekly letter more useful to you, as you manage your portfolio 

and/or choose an advisor to help you accomplish the task.  

(3) With the markets showing increased volatility over the past few months, we know that 

many investors are wondering if they need a “second opinion” on their investment 

positioning, whether they manage their own money or use an advisor. We stand ready 

and willing to help and we are thus offering a complimentary portfolio review to 

interested investors. Just reach out to us on the link provided and we will contact you 

within a few days to help you assess whether your portfolio is well-positioned to take care 

of business and market trends! 

Thank you and we wish for you another week of profitable investing. Enjoy the weekend! 

  

https://leftbrainir.com/featured-reports-2/10-8-21-jarvis-update
https://leftbrainir.com/subscribe
https://leftbrainir.com/jarvis
http://www.leftbrainir.com/
mailto:briand@leftbrainwm.com
file:///D:/Users/briand/Downloads/(630)%20547-3316
https://leftbrainir.com/free-portfolio-review
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DISCLAIMER: This report contains views and opinions which, by their very nature, are subject to uncertainty and involve 
inherent risks. Predictions or forecasts, described or implied, may prove to be wrong and are subject to change without 
notice. All expressions of opinion included herein are subject to change without notice.  Predictions or forecasts described 
or implied are forward-looking statements based on certain assumptions which may prove to be wrong and/or other 
events which were not taken into account may occur.  Any predictions, forecasts, outlooks, opinions or assumptions 
should not be construed to be indicative of the actual events which will occur.  Investing involves risk, including the 
possible loss of principal.  The opinions and data in this report have been obtained from sources believed to be reliable; 
neither Left Brain nor its affiliates warrant the accuracy or completeness of such, and accept no liability for any direct or 
consequential losses arising from its use. In addition, please note that Left Brain, including its principals, employees, 
agents, affiliates and advisory clients, may have positions in one or more of the securities discussed in this communication. 
Please note that Left Brain, including its principals, employees, agents, affiliates and advisory clients may take positions or 
effect transactions contrary to the views expressed in this communication based upon individual or firm circumstances. 
Any decision to effect transactions in the securities discussed within this communication should be balanced against the 
potential conflict of interest that Left Brain, its principals, employees, agents, affiliates and advisory clients has by virtue of 
its investment in one or more of these securities. 

Past performance is not indicative of future performance. The price of securities can and will fluctuate, and any individual 
security may become worthless. A high or favorable rating, rating outlook, gauge, or similar opinion is not indicative of 
future performance, and no user should rely on any such rating, rating outlook, gauge, or similar opinion to predict 
performance or potential for return. Future performance may not equal projected or forecasted performance or potential 
for return. All ratings and related analysis, as well as data, statistics, analysis and opinions contained herein are solely 
statements of opinion and are not statements of fact or recommendations to purchase, hold, or sell any security or make 
any other investment decisions.   

This report may contain “forward-looking” information that is not purely historical in nature. Such information may 
include, among other things, projections and forecasts. There is no guarantee that any forecasts made will materialize. 
Reliance upon information herein is at the sole discretion of the reader.  

THE REPORT IS PROVIDED ON AN "AS IS" AND "AS AVAILABLE" BASIS WITHOUT REPRESENTATION OR WARRANTY OF ANY 
KIND. Left Brain Investment Research LLC DISCLAIMS ALL EXPRESS AND IMPLIED WARRANTIES WITH RESPECT TO THE 
REPORT, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF ACCURACY, TIMELINESS, COMPLETENESS, 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE.  

The Report is current only as of the date set forth herein. Left Brain Investment Research LLC (LBIR) has no obligation to 
update the Report or any material or content set forth herein.      

LBIR is an affiliate of Left Brain Wealth Management LLC, an investment advisor registered with the Securities and 
Exchange Commission. LBIR is an affiliate of Left Brain Capital Appreciation Fund, L.P., Left Brain Capital Appreciation 
Offshore Ltd, and Left Brain Capital Appreciation Master Fund, Ltd., all of which are hedge funds managed by Left Brain 
Capital Management, LLC. The general partner of these hedge funds, Left Brain Capital Management, LLC, is an affiliate 
of LBIR.  

© 2021, Left Brain Investment Research LLC. All rights reserved. Reproduction in any form is prohibited. 

 


