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A. INTRO - Income SIG - History & Future

 Started January 2020 as part of Houston Investment Association

 Impacted by Covid starting March 2020

 Strong performance for 2020-21

 Went to cash in 2022

 Run as a SIG under a board of advisors

 Advisors include SIG participants & leadership

 SIG Leader: Frank Erzinger

 Monthly SIG meetings & investment decisions

 Meetings held 45 minutes prior to Chapter meetings

Propose we continue with similar approach
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SIG Mission - Demonstrate methods to earn 

decent returns with a low risk profile

 AAII/Income SIG are NOT Broker Dealers or Investment Advisors

 SIG purpose is for didactic discussion & educational purposes only

 Futures & Currencies are avoided due to added risk

 Past Performance is NOT Indicative of Future Results, but likely rhymes

 Presentation is For Personal, Non-Commercial Use Only

 DYOA - In all investment analysis … trust, but verify … & do your own 
analysis
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Income SIG - Guidelines

➢ Consider all Asset Classes Based on Risk / Reward

➢ Equities will have primarily US Focus

➢ Target Returns – High Single Digits

➢ Target Time Frame – 3 months to 3 years

➢ Taxation – All Pre Tax

➢ Advisory/Trading Expenses

➢ None incurred or charged against performance
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Income SIG - Methodology

 $500k with max 20 positions at $25-50k each starting Jan 2020

 MS 3+ Min, Max 2 Companies per Industry Segment

 Selection/Retention – Financials > Top quartile Key Ratios

Income St. – Rev Growth, Margin, Earnings EPS, CFPS

 Bal Sheet – Debt Leverage, Interest Coverage D/E, DSCR

RoA>2.5%, RoE>6%

 Cash Flow – Free Cash Flow, Stock Buy Back DPS, Payout ratio

 Valuation parameters Price to: S, E, B, CF

EV/EBITDA
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Five S’s - Best Practices - Jan 20 to Oct 22

 Stay with what’s working

 Portfolio up 22% with market down 

 Shift to Momentum now that Fed has cancelled market “put”

 Step in/out

 Rigorous set points to enter & exit the market

 Set positions in thirds (?)

 Sustain by prioritizing Capital Preservation over Income

 Sleep well

 Fund managers have pressure to trade

 We do NOT
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Income Generating Vehicles

 Historically Focus  - US Dividend Stocks

 Certificates of Deposit (CDs)

 Inflation Adjusted Notes

 Public Bonds, notes

 Master Limited Partnerships (MLPs)

 Real Estate Investment Trusts (REITs)

 Business Development Companies (BDCs)

 ETFs & Mutual funds

 Private Investments

 Hedge Funds – Uncorrelated Assets
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Inclusion of Alternative Investments?

PROS

 Draws attention to benefits of private market 
diversification/mitigation of Bear market pain

 Demonstrates trade-off of XS returns to limited liquidity

 CONS

 Fall outside of 3-year window

 Too easy to game the performance by assuming an 
8% low-risk debt in majority of portfolio

 No easy way to simulate the amount of due diligence  
for privates
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10Source Publisher (timing) Inc Sig Use
ECONOMICS

A1 LEI Leading Econ Indicators Conference Board Fed (monthly updates) LT Risk On/ Off by Asset Class

A2 GDP – QoQ, YoY “GDP Now” Fed – Atlanta, Survey Fed Web Site(s) (monthly) ST Risk On/Off by Asset Class

A3 Inflation – CPI, PPI, CIE Fed – Cleveland “      “         “           “

A4 Credit Markets & Spreads Moodys Market Outlook Credit Spreads

A5 Sector Drivers CB

SENTIMENT

B1 Sentiment – 75dma Delta Mgmt Group Barrons (wkly) Entry / Exit Alerts – On, 2/3, 1/3,Off

B2      “ - Investors AAII National Web Site Web and Magazine (wkly) “              “

B3      “ - Fund Mgrs BoAmerica – Survey Monthly “     “

B4      “      - CNNvB CNN – Fear / Greed SS- Seven Sentiments Entry or Exit, Risk On / Off

ASSET ROTATION

C1 Relative Rotation etfdb.com, RRG’s etfdb, stockcharts Fund Flow – Momo & Return

C2 Prospect->Best Few Sector Surfer sumgrowth.com Asset-> Market->Sector->ETFs

C3 DJ – 128 Industrial Groups Dow Jones Barrons Dloads ->Ind.Groups-> Companies

VALUATIONS

C1 Schiller Market Val multipl.com/CAPE Schiller Asset Valuation History

C1 Morningstar finra.com Company Valuation History/Fcst

C2 ValueLine “

C3 Compustat fidelity.com “

C4 Options optionsplay.com Entry / Exit Economics

INSIDER TRADES

Institutional Investors 13f Filings docoh.com Quarterly

Income Sig – Typical Data Sources



Income SIG – Typical Agenda Items

Portfolio Overview & Update

Market Outlook (highlights of appendix)

High Grading Positions

Asset Rotation / Prospects      

Next Steps
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12B. CASH – Demonstrate Oct/Feb Rung of Tbill Ladder for 11/21

- IncSig Cash – Not Applied (in 13 weeks)

- IncSig Risk Free Floor – All other Investments

2.57%
2.94% 3.43%

3.99%

Buy;          July       Sept      Sept         Oct

Mature;    Oct       Nov      Dec          Feb

- Prior History - Inc Sig Kick Off 
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Low Risk 

Q4-22 – Three Sequential (Oct, Nov, Dec) 13week TBills of $25k each 

Mid Risk

Q4-22 – Three Sequential (Oct, Nov, Dec) 13week TBills of $37.5k each 

Highest Risk/Return (avoided cost if Cash is in Ladder, not available)

Q4-22 – Three Sequential (Oct, Nov, Dec) 13week TBills of $50k each

* All cases assume an additional $20 in iBonds

i Bond & Tbill Data Set; 

USTreasuryDirect.gov

CASH – iBonds and Tbill Ladder

Demonstrate iBond and 1st Two Tbill “13 wk rungs” for 11/21
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CASH – iBonds and Tbill Ladder Sign Up at .gov Web Site

- Select Bill or Note, Specify Issue Date

- Treas will w/Draw fr Account, up to ~$50mm 
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CASH –Tbill Ladder Auction History
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Buy: July 28

Mature: Oct 27

Rate: 2.57%

Buy: Sept 01

Mature: Dec 01

Rate: 2.94%

Buy: Sept 22

Mature: Dec 22

Rate: 3.43%

Buy: Oct 18

Mature: Feb 14

Rate: 3.99%

CASH – Auction History, Last 3 months, Note Fed “Bump” of 150bps
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CASH – Demonstrate Oct/Feb Rung of Tbill Ladder for 11/21

- IncSig Cash – Not Applied (in 13 weeks)

- IncSig Risk Free Floor – All other Investments

3.99%

Buy: Oct 13 wk TBill

Due: Feb

Inc Sig Kick Off 

Today Agenda 

– the “Alts” vs 13wk Tbill

Managed Futures

MLPs – Pipelines

REIT’s

Energy – Large Cap

Next Week;

Bonds Open Ended

Closed End etfs, mfs

Commodities

Allocation Funds
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C. ENERGY - Majors and Mids

Demonstrate “Opt In” Alternatives for the 11/22 Meeting

Update Financials fr Q3, Target Co Earnings Releases

Low Risk 

Q4-22 – $50k in XLE, 25k to XOM, CVX , PBR ->$125k, Opt In Dec

Q1-23 – Additional Position Option In  “         “

Mid Risk –

Q4-22 – $25k in XLE, PBR, ($25k each to Major Int, Oil, Gas Mids), OptNov, Dec

Q1-23 – One Position Option In  “              “

Higher Risk – $25k in PBR, $50k to < Mid Companies, Opt in Nov & Dec, esp Gas

Q2-23 – Add $50k to Position Best Available (Major, Mid, Small)

Energy Data Sets: Finra, Morningstar
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Energy Majors – XLE 
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RSI =  55

Trends         $/sh

Today       = $79.5

50dma =  $77.4

200 dma =  $73.4

MACD (12,26,9)

-0.86, -0.17, -0.695

XLE 1 Year 

1 yr Resistance/Support $63-68/sh
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RSI =  55

Trends         $/sh

Today       = $79.5

50dma =  $77.4

200 dma =  $73.4

MACD (12,26,9)

-0.86, -0.17, -0.695

XLE 5 Year 

5 yr Resistance/Support $50-56/sh

<$50

“chaos buy”



22Additional Recommendation B 
Covered Call , Generate 5% per 6 weeks

Potential Gain  5% X 4 + 3% Div => $18, /80, or 19% pa  

Break Even  Time = 1+ option cycles

Risk Stop Out at $70, loss of $5

XLE – 221014C00080 – Bid $1.44, %

XLE – 221014C00081 - Bid $1.3, % discount in < 1 weeks 

XLE – 221118C00080 – Bid $4.60, 5.75%

XLE – 221118C00081 - Bid $4.05, 5.00% discount in < 5 weeks 
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Energy  – A number of Excellent IncSig Dividend Candidates

- by Cap, or Operations (Scale, Oil, Gas) 
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Energy  – Petrobras (PBR) Unique Dividend Policy
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Energy  – Valuation Favors Large VALUE, XOM, OXY?, PBR 
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Integrated Energy  – Large VALUE

Recommend – XOM, PBR, OXY? 
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Integrated Energy  – Large CORE
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Integrated Energy  – Mid VALUE & CORE
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C. ENERGY - Majors and Mids

Demonstrate “Opt In” Alternatives for the 11/22 Meeting

Update Financials fr Q3, Target Co Earnings Releases

Low Risk 

Q4-22 – $75k in XLE, 25k to XOM, CVX ->$125k, Opt In Dec

Q1-23 – Additional Position Option In  “         “

Mid Risk –

Q4-22 – $50k in XLE, ($25k each to Major, Oil, Gas Mids), Opt in Nov, Dec

Q1-23 – One Position Option In  “              “

Higher Risk – $25k in XLE, $50k to < Mid Companies, Opt in Nov & Dec, esp Gas

Q2-23 – Add $50k to Position Best Available (Major, Mid, Small)

Energy Data Sets: Finra, Morningstar
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D. MLPs  - Demonstrate “Opt In” Alternatives for the 11/22 Meeting

Update Financials fr Q3, Target Co Earnings Releases

Low Risk 

Q4-22 – Half Position Option In AMLP ($12.5k)

Q1-23 – Half Position Option In  “         “

Mid Risk – Two Positions ~$50k acq.

Q4-22 – One Position Option In EPD, KMI

Q1-23 – One Position Option In  “              “

Higher Risk – The Above and Small Cap Growth MLP

Q2-23 – Add 3rd Position Best Available

MLP Data Sets: Finra, Morningstar
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MLPs – Alerian MLP etf
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RSI =  49

Trends         $/sh

50dma     =  38

Today       = $37

200 dma =  $36

MACD (12,26,9)

-0.31, -0.41, -0.090

AMLP 1 Year – at Resistance/Support $35 to $36
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Energy Midstream – Large and Core Value

Recommend – EPD, KMI 
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Energy Midstream – Large and Core Value

Recommend – EPD, KMI 
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Energy Midstream – Large and Core Value

Recommend – EPD, KMI 
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RSI =  47

Trends         $/sh

50dma     =  25.87

Today       = $24.70

200 dma =  $24.80

MACD (12,26,9)

-0.35, -0.46, -0.114

EPD 1 Year – at Resistance/Support $22 to $24
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RSI =  29.68

EPD 5 year  - at $21 to 23/sh Resistance / Support Lines

2018            2019                 2020                 2021                2022

Trends         $/sh

50dma     =  25.87

Today       = $24.70

200 dma =  $24.80

MACD (12,26,9)

-0.35, -0.46, -0.114

Add to Chaos

“to buy” list
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Energy Midstream – Large and Core Value

Recommend – Growth Cos, CQP+



39Additional Recommendation B 
Covered Call , Generate 3% per 6 weeks

Potential Gain  3% X 4 + 7% Div => $4.75, /25, or 19% pa  

Break Even  Time = 2 option cycles

Risk Stop Out at $22, 

EPD – 221118C0024 – Bid $1.33, 5%

EPD – 221118C0025 - Bid $0.74, 3% discount in < 5 weeks 
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D. MLPs  - Demonstrate “Opt In” Alternatives for the 11/22 Meeting

Update Financials fr Q3, Target Co Earnings Releases

Low Risk 

Q4-22 – Half Position Option In AMLP ($12.5k)

Q1-23 – Half Position Option In  “         “

Mid Risk – Two Positions ~$50k acq.

Q4-22 – One Position Option In EPD, KMI

Q1-23 – One Position Option In  “              “

Higher Risk – The Above and Small Cap Growth MLP

Q2-23 – Add 3rd Position Best Available

MLP Data Sets: Finra, Morningstar
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E. REITs 

– Demonstrate Alternatives for the 11/21 Meeting

- Update Target Company Evaluation fr Earnings Releases

Low Risk 

Q4-22 – Half Position Option In VNQ or RWR

Q1-23 – Half Position Option In  “         “

Mid Risk

Q4-22 – Half Position Option In 2 Specialty and Industrial Cos

Q1-23 – Half Position Option In  “              “

Highest Risk/Return

Q4-22 – Single Position in Best Specialty and Industry Cos

REIT Data Sets;
SeekingAlpha – Bowler

NAReit Assn

Morningstar

DJUS – REIT Indices

SPECIALTY – DLR, WY, CCI, AMT

INDUSTRIAL – PLD, PSA, ARE
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Source: SeekingAlpha, Sbowler, 3nd Mkt Capital, Inreit, Finra

REITS by MARKET CAP – Down Year Independent of Cap 
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VNQ – Vanguard Real Estate Index Fund

RWR – SPDR Dow Jones REIT etf



44VNQ – Vanguard Real Estate Index Fund

RWR – SPDR Dow Jones REIT etf

REITs – General (etf) Risk Profiles



45

RSI =  29.68

Trends         $/sh

200 dma =  97.91

50dma     =  90.77

Today       = $77.32

MACD (12,26,9)

-3.733, -3.469, -0.264

VNQ 1 year – Dramatically Oversold?
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RSI =  29.68

Trends         $/sh

200 dma =  97.91

50dma     =  90.77

Today       = $77.32

Stdev = $22

Stop Out   = 77- 22-(91-77) =$69

Chaos Floor $60’s

MACD (12,26,9)

-3.733, -3.469, -0.264

VNQ 5 year  - at $70/sh Resistance / Support Lines

2018            2019                 2020                 2021                2022
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REC A. 

Covered Call for etfs, Generate 2.5% per 6 weeks

Pot Gain  2.5% X 4 + 3% Div => $10, or 13% pa,  

Break Even  Time = 2 option cycles

Risk Stop Out at $69, 77.50-3-69 => $  5

VNQ – 221118C00075 – Bid $4.50

VNQ – 221118C00080 - Bid $2.00, 2.5% discount in < 5 weeks 
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RSI =  31.43

Trends         $/sh

200 dma = 103.56

50dma     =  94.87

Today       = $81.73

MACD (12,26,9)

-3.74, -3.53, -0.212

RWR Spdr DJ Reit Etf 1 year – Dramatically Oversold?
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RSI =  30.97

Trends         $/sh

200 dma =  103.56

50dma     =  94.87

Today       = $80.73

MACD (12,26,9)

-3.733, -3.469, -0.264

RWR 5 year  - at $80/sh Resistance / Support Lines

2018            2019                 2020                 2021                2022
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PLD 1 year  - at Resistance / Support Lines
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REIT DJIG (Dow Jones Industrial Groups)

- Difficult Year (for either ytd or 1 year)

- Net Positive w/ Long Term or “Opt In” Position

- IG’s are at to close to 52 wk lows



52

NAREIT 2021 and 2022 Positive “Sectors” 
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REITs On Hold 

– Mortgage, Residential, Retail, Check in Q1-23
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REIT Suspects – Industrial and Office Cos

Rec – PLD, PSA, ARE?
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REIT Suspects – Industrial and Office Cos

Rec – PLD, PSA, ARE?
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REIT Suspects –Specialty Companies

Rec – DLR, WY, pending - CCI, AMT?
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E. REITs 

– Demonstrate Alternatives for the 11/21 Meeting

- Update Target Company Evaluation fr Earnings Releases

Low Risk 

Q4-22 – Half Position Option In VNQ or RWR

Q1-23 – Half Position Option In  “         “

Mid Risk

Q4-22 – Half Position Option In 2 Specialty and Industrial Cos

Q1-23 – Half Position Option In  “              “

Highest Risk/Return

Q4-22 – Single Position in Best Specialty and Industry Cos

REIT Data Sets;
SeekingAlpha – Bowler

NAReit Assn

Morningstar

DJUS – REIT Indices

SPECIALTY – DLR, WY, CCI, AMT

INDUSTRIAL – PLD, PSA, ARE
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REITS APPENDIX 

REIT Specific Metrics – Required for Final Company Selections

REIT Price / NAV by Market CAP

REIT Price/ FFO by Market Cap

Performance by Market Type

Median Store NOI Change

Leading and Lagging Company NOI Change


