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Tough Times Ahead for Tech Stocks?

The Federal Reserve Bank of Kansas City
hosted Jackson Hole (above) symposium
didn’t deliver great news for stocks. Morgan
Stanley's Michael Wilson: “Chair Powell's
messaging on Friday was crystal clear, and
the equity markets did not take it well."
Wilson notes that shares are facing a double
threat from rising interest rates (which
make tech stocks worth less) and
deteriorating earnings. Amazon, Facebook ]
and Apple all posted lower earnings year over year for the second quarter. Broxton’s Byron
Stead: “It’s pretty much almost an exact replay of the 2000 tech debacle. The first stocks to fall
are the tertiary tech shares that have little substance. This includes companies like DocuSign,
which never made earnings but traded for as much as $60 billion and now have dropped more
than 80% from their highs. Then secondly, the popular larger tech shares begin to fall.” Broxton’s
Allen Cooke: “Investors confuse the adoption cycle for certain new technologies as a no-lose
investment opportunity due to the rapid growth. As the adoption cycle ends, growth slows down
and competition increases. This also causes a drop in earnings. Unfortunately, this is usually
when the stocks are at their highest levels.” Historically this has been great news for value shares,
which Broxton owns, because investors shift back to investing in companies that make money
and demonstrate value to the consumer. Over the last 10 years growth stocks have
outperformed value, but over the last 100 years value shares have outperformed growth shares
by over 1300% or 13 X. So the shift to value should provide profitable opportunities.

Recap in last month’s newsletter we concluded the current inflationary period would end in
2023 “We can expect that the current inflation period, which started in April of 2021 will abate
by May or June of 2023.” July Newsletter

Roku, Inc. (ROKU): Roku is a tech stock which has fallen over 80% from its’ high and is
simultaneously facing a slowdown in the adoption cycle for its’ technology and strong
competition. Roku offers streaming media content through connectible television devices (CTV)
or as an embedded component in televisions. The company is the clear CTV leader in North
America with Samsung and Apple tied for second (but gaining market share). Roku offers movies,
TV shows, original content, live linear television channels, and more than 50 premium
subscription channels such as such as Amazon, Disney+, HBO Max, Hulu, Paramount+, Netflix,
and YouTube. Although Roku has a strong growth history and strategic value, there are near-
term challenges. The company reported negative operating results in the second quarter, and
we predict that Roku will not return to positive EPS and operating income until 2024. REPORT
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Broxton Capital is an investment manager located in San Juan and employs the Alpha Portfolio (AP). The AP is a growth and income
investment strategy. The strategy attempts to continuously improve the value of investment portfolios by investing in equities, ETFs,
including leveraged ETFs, options, bonds (investment grade and sub-investment grade, [which may also have limited liquidity]) and
other securities. Long term strategies purchase securities which are underpriced according to our appraisal methodologies. Broxton
uses regression analysis to obtain an average appraisal value for an individual company and places a priority on the securities of
companies with improving financial performance and or additional catalysts that provide for increases in earnings and valuation. We
use financial modeling in order to create a projected trajectory for the company’s earnings, cash flows and future value. The strategy
does not have any capitalization (market size), sector or industry allocation mandates. Broxton may also engage in certain types of
activism in order to support positions and relay advantageous strategies to company managements. Broxton deploys technical analysis
and momentum as indicators of movement for shorter term strategies, that may not involve deep fundamental analysis. Shorting
(selling and then buying) of securities can be used as a long term or short-term strategy. We exit positions in accordance with our
discipline, this includes when valuation targets are clearly exceeded or financial performance falls below our projections. Since the AP
returns are calculated using a composite of accounts, the average account will not match the composite return and the return could be
higher or lower. Broxton manages the Alpha Portfolio for other investment managers. The AP returns which are advertised or submitted
to various databases are calculated using the accounts in the composite that are managed internally. Broxton is required to execute
any trades internally first and then for other advisors second. Some advisor platforms prohibit or do not trade certain security types
and some positions may be omitted for other reasons. In the case of smaller companies, we may judge that there are not enough shares
traded to create a position at any or all advisors. Short term strategies may not be able to be implemented. Shares may trade at a higher
or lower between purchasing at Broxton or one platform before another. Broxton uses a rotation strategy and attempts to obtain the
best execution for all advisors. Any commentary is solely the opinion of the Broxton Capital Advisors. It refers to securities we hold in
our portfolio and sometimes ones we are considering but does not represent a complete list of positions held at Broxton Capital
Advisors. A complete list covering the last twelve months will be furnished upon request. Price targets are mentioned for information
purposes only. Nothing contained herein constitutes a recommendation to purchase or sell securities at any designated price or time.
All performance figures are net of fees and reflective of dividend reinvestment. As always, past performance does not guarantee future
results. Please see the Alpha One Strategy Quarterly Performance for additional information regarding performance. Any intra quarter
performance presented may change with additional auditing. The index performance presented above do not include fees or dividends
and is derived from the following ETFs: DIA, SPY, QQQ, HYG, IWM and VNQ. The Broxton Strategies do contain dividends and fees. The
treasury yields are derived from the CBOE 10 and 30-year interest rate index. Please visit our web site to obtain additional information
and read form ADV 2A.
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