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Editorial Comment: Repeated issues at the shop doing our pre-press work have im-
pacted our publication schedule for a document much of whose interest lies in timely
release. We are addressing this issue by taking the pre-press work in-house. As we
work through this transition readers will observe changes in the visual appearance of
the document. Rest assured the changes are purely cosmetic.

1 Executive Summary

Trump made some progress geopolitically in the Middle East. But at home there was
weakness and some fraying of his political coalition. This domestic weakness is con-
tributing to continuing slowdown in the domestic economy. Capital markets present
a mixed picture. Fixed incomes are stagnant balancing between anticipation of rate
easings and of inflation. Equity markets advanced narrowly driven by momentum in
the Al sector but now are retreating from lofty valuations. Our investment stance
remains cautious.

2 (eopolitics

This publication has been skeptical of the Administration’s diplomacy. It is accord-
ingly a pleasure to salute a genuine success for the nonce. The team of Trump-
Witkoff and Kushner successfully negotiated a prisoner exchange between Israel and
Hamas. Trump’s personal involvement was critical to achieving the deal that has
been struck. All of the remaining living Israeli hostages in Hamas’s hands have been
released. Most of the deceased hostages have also been returned - just 8 remain to
be located amidst the ruins of Gaza. The survivors are in emaciated condition and
report repeated sexual abuse of both men and women at the hands of their captors -
something which everyone expected but preferred not to dwell on. The deal worked
out by the Administration goes well beyond a prisoner exchange to a permanent
cease-fire and a planned reconstruction of the Gaza strip. It remains to be seen,
however, if these later steps are actually implemented. For Netanyahu the advantage
of the deal is that not only are the hostages returned but their return substantially
defangs his domestic opposition. In addition, the right wing ministers who have
hemmed in his power have resigned from his cabinet in protest and Netanyahu can
easily transfer the blame for this to Trump. Thus the deal significantly strengthens
Netanyahu’s grip on power. On Hamas’s side Israeli military action has killed off the
former leadership and so brought a new generation to control of the organisation.
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They appear to view a truce with Israel as providing a window for securing their
own power over the Palestinian community. In return for 20 living Israeli hostages
they have secured the release of several thousand Palestinians held by Israel and
that success will of course cause the prisoner’s families to look more favorably on
Hamas. Hamas needs all the good vibes it can collect - its leadership has devas-
tated the Gaza strip. Approximately 70,000 Palestinians have died (almost 4% of
the population) and the survivors have been enduring famine conditions. Gaza City
is reduced to rubble - recalling the most devastated cites of World War II. Winter is
swift approaching and although the climate is generally temperate January can be
bitter. The population had been pushed to the last limit and relief cannot come too
soon. But the basic conflict remains. Israel is determined to drive Hamas from power
and Hamas sees the retention of power as fundamental to the personal survival of its
leadership. It will require substantial ongoing engagement to keep a peace process
alive. An international peace keeping force under UN auspices is to be deployed to
the strip. However negations on structuring this force are not proving easy.

The Russia-Ukraine war grinds on. The Russians may be on the point of collaps-
ing the Pokrovsk pocket which has been their objective for about a year. Pokrovsk
is a district capital with a pre-war population of 60,000 but no inordinate strategic
value. To advance the Russians have had to amass one third of their force on this
sector, achieve a local 10-1 advantage in drones and accept a 50% higher casualty
rate. Even so the Ukrainians are mounting a fighting withdrawal in good order.
Both sides have been experimenting with smart minefields. In these fields mines
can be switched on or off allowing free passage of friendly forces and ambush of
unfriendly troops. Additionally mines can be switched between anti-personnel and
anti-tank roles depending on the target. Sweden has agreed to supply Ukraine with
160 fighter jets. The Swedish plane is well regarded and considered rugged enough
to maintain a high availability under Ukrainian conditions. We have long regarded
supplying Ukraine with a NATO level air force as key to reversing the Russian occu-
pation. The Pentagon has cleared release of Tomahawk missiles to Ukraine but the
White House continues to dither. The Russians have mounted a strong campaign
to resist deployment. Ukraine already has domestic capabilities comparable to the
Tomahawk, but the Tomahawk’s higher precision makes it a greater threat in attacks
on hard targets and in decapitation strikes aimed at leadership. Russia’s economy
remains stressed and China’s ongoing support is critical to keeping the Russians in
the field. North Korea, which had been Russia’s main supplier of artillery shells,
appears to be unable to keep up with the Russian demand for shells.

In China President Xi recently purged about 20 army generals. As with most
Chinese political moves there is a degree of opaqueness as to whether policy or
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persons were the cause of the purge. Most of the generals came from Fuijan which
is the district which would lead an invasion of Taiwan. Policy disputes and issues of
preparedness could underlie the purge. The stated reason is anti-corruption. Fuijan
was also the province where Xi built his power base and some of the generals were
long time supporters of his. The purge could represent Xi shaking free of old but no
longer useful friends who had taken advantage of their position.

China’s lock hold on the supply of rare earth minerals continues to pay Xi divi-
dends. The US’s attempt to embargo a Dutch company from supplying China drew
a threat from China to shut down auto manufacturing in the EU. Unsurprisingly
China prevailed. Trump also had to give ground on tariffs in the face of Chinese
threats. Rare earth mineral deposits are scattered around the globe. But China
controls nearly 95% of the capacity for refining and smelting these materials. In
our review of US science policy we had noted US weakness in Chemistry and Ma-
terials science. Here we are seeing how that weakness shows up in economics and
geopolitics.

Virginia Giuffre has passed away at age 41 by her own hand in the face of a
deteriorating health condition subsequent to a traffic accident. Her posthumously
published memoir details how Jeffrey Epstein pressed her into a life of sexual servi-
tude at about age 17. Giuffre possesses a certain credibility in that she had freed
herself from Epstein’s circle and was living a quiet life in Australia when the FBI
sought out her testimony. Prior to meeting Epstein, Giuffre says she was abused
by her father at age 7 and by a pimp into whose hands she fell at age 14 after
fleeing a foster home for life on the streets. Giuffre said that Epstein was wont to
bestow her favors on men with whom he was pursuing a business arrangement. De-
spite having accepted a multimillion dollars payment from the Royal family for her
discretion, Giuffre named the King’s brother Andrew as having on three occasions
accepted her companionship. Supposedly Epstein paid her for her services at 3-5x
the commercial rate so it is not quite accurate to describe her as a sex slave. Beyond
calling Andrew an entitled prick - an assessment shared by many over the years -
Giuffre had little negative to say about him. This is in contrast with an unnamed
former Prime Minister who she claimed perpetrated a sadistic rape on her. The
Palace’s response to the scandal was to degrade Andrew to commoner status and
rusticate him to the family estate on the Norfolk coast. The acute embarrassment
is probably less about the dalliances of a divorced middle aged military man than
it is about Andrew’s misjudgment in allowing Epstein to pay off the heavy debts
of Andrew’s ex-wife in return for some level of access to Andrew’s Rolodex. The
striking humiliation of Andrew has whetted the appetite of many who advocate for
justice for the victims of Epstein to press for further scalps. There are a number of
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men named by Giuffre, including a number who are more prominent and powerful
than Andrew. The most prominent scalp in the justice seeker’s sights is of course
Trump’s. And so this tawdry miserable tale rolls on. We remark that the practice of
oiling business arrangements with feminine favors is an ancient one. It is more usual
in wealth management, however, to rely on gifts of fine wine, green’s fees and select
event tickets as the blandishments employed in relationship building. With even the
Mafia’s code of Omerta having broken down, we cannot be too surprised that the
"floating world” also is coming unmoored from its former code of silence. Fine wine
may loosen tongues but it tells no tales. We see an increasing market share for it in
the world of high end business gifts.

Trump continues to order the sinking of boats offshore of Venezuela. He has
amassed a naval force more suitable to regime change than to smuggling interdiction
in the Caribbean. For the moment, however, he is denying a land objective for his
military action. We continue to think the current round of killings closer to piracy
than to law enforcement.

Venezuela is the third country (after Canada and Mexico) towards which Trump
has adopted a hostile stance supposedly justified by the Fentanyl crisis. We are
not buying this justification. Fentanyl is an extremely potent drug with a lethal
dose of 2 milligrams - one fortieth of a baby aspirin. A half pound of Fentanyl is
enough to account for the 50,000 overdose deaths it results in each year. The US
total annual consumption is at the level of 2.5 tons - about one truckload. Of course
illicit drug dealers do not deal in pure product and their shipping volume might be a
few multiples of this quantity. But the challenge of interdicting such a modest flow
is obvious and it is much more likely entering the country in discrete packages and
backpacks than in fast speedboats.

3 Domestic Politics

At home the Republican leaders of the House and Senate were unable to agree on a
budget implementing the framework they passed in the Big Beautiful Bill during the
summer. They wanted a continuing resolution to kick the problem down the road,
but parliamentary rules required Democratic votes for that dodge. The Democrat’s
price for playing ball was to protect health insurance premiums from rising as a
result of BBB cuts. This measure is deeply popular with Americans (supported
by over 70%) but not with Republican leadership which chose instead to shut the
government down. All but critical Federal employees were placed on unpaid furlough.
The military was kept on duty but also went unpaid. A lack of air traffic controllers
caused a reduction in scheduled air flights. Federal payments and loan guarantees
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were halted. All these consequences are exerting a stalling effect on the economy
which was already softening. More seriously curtailment of food stamps (an aid to
the poor) threatened to cause hunger for 41 million Americans (nearly 1 in 8.) The
Administration refused to apply emergency fund reserves to this program. The courts
ordered it to do so, but the Supreme Court intervened to relieve the Administration
of this order. At this point the Democrats folded and passed the desired bill with
just token concessions made by the Republicans. Power flows to the hands strong
enough to hold it and the Democrats are manifestly lacking in this department. The
Supreme Court’s reputation was shredded. Its intervention was blatantly partisan
and it caps a year in which a continuing belief that it is just a neutral umpire has
become increasingly untenable. It has overruled too many well reasoned lower court
decisions with either no explanation or inadequate reasoning to continue regarding it
as a reliably institution. In short, the shutdown was a significant victory for Trump.

This imbroglio draws attention to the food stamp program. Under President
Clinton about 15 million people benefited from the program - a number which had
been steady for many years. Under the younger President Bush the number rose
to 30 million (briefly to 50 million) as a result of the banking crisis. In Trump’s
first term it rose to 40 million as a result of the Covid epidemic.It thus provides a
particularly good measure of how Republican misgovernment has bred poverty in the
United States and thus driven an increase in social spending which the party decries.

With dissension in his party having brought government to a stop, Trump has
chosen to focus on other issues:

1. Prominently peace making in Gaza
2. A foreign tour of Asia

3. Demolishing the East Wing of the White House to build a long needed but
apparently oversized event space

4. Killing Venezuelan boatmen
5. Urging indictment of domestic political foes on trumped up charges
6. Ordering the Pentagon to draw up plans to attack Nigeria

In short anything other than setting the budget of the United States. As it turns
out this neglect was the road to political victory. The sweetness of that success was
quickly taken away however. When Congress reconvened momentum towards forced
release of the Epstein prosecution record quickly mounted to an unstoppable level.
Public curiosity is simply not to be gainsaid. The Epstein materials have become a
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Rorschach test. Admidst the bits and pieces of a voluminous record one group will
see confirmation for their most speculative conspiracy theories, while another group
will find that there is not much there beyond a few rich guys behaving badly on
vacation.

The case for Trump’s tariffs has come up for argument before the Supreme Court.
Lower courts found, by a heavy margin, the tariffs to be levied without legal foun-
dations. It remains to be seen whether the Institutionalists on the Court will tie
themselves in legal knots to deny centuries of legal precedent so as to give the Pres-
ident his way or whether they will go with the plain uncomplicated meaning of the
law. Tariffs have proven a less fruitful policy than Trump hoped and it would be
a stroke of good luck for him if the Court killed the policy before he is forced to
admit its failure. The outcome probably rests in the Chief Justice’s hands and for
the moment he is playing the role of the Sphinx.

As tensions rise in Washington, party unity is fraying. Marjorie Taylor Greene,
normally a fiery advocate of MAGA positions, sat an interview with CNN in which
she actually came off as a lucid reasonable person. She pointed out that all the power
is in the hands of Republicans so they must accept responsibility for outcomes and
the policy the Democrats are advocating for is very popular - even with Greene’s own
family and constituency. On the extreme right Nick Fuentes is a white supremacist
Nazi sympathizer currently making a bid to succeed to the spot in public life, or at
least in the MAGA movement, formerly held by Charlie Kirk. He sat an interview
with Tucker Carlson in which he did not come across as a sane lucid person. However
Carlson was clearly sympathetic to much of what he said. This was disturbing to
those once prepared to accept Carlson as the thought leader of the conservative
movement and they piled on with criticism of him for giving legitimacy to Fuentes.
The Heritage Foundation rallied to Carlson’s defense - causing a rift with some of its
former supporters - especially in the Jewish community. Underlying all this is pols
beginning to speculate out loud about the ”after Trump era.” Concern is beginning
to hit the legislators about how the wide expansion of Presidential power they have
tolerated for Trump might be deployed by a Democratic President. Indeed in the
tariff case the Chief Justice posed a question to the administration’s attorney. He
hypothesized that a future Democratic President, citing the emergency of global
warming, might ban sale or use of internal combustion engine cars and that such an
executive order might come up for review before the Court. The Chief asked if the
legal theory Trump’s attorney was advancing would not put such a matter beyond
legal review. The attorney in response allowed that certainly any review would have
to take place with very great deference to the judgment of the political branch. In
short, we are beginning to hear the flutterings of the lame duck part of Trump’s
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presidency.

Since 2021 the living expenses of an average American family have risen by about
$12,000 per year. Over the same period income has risen by $4,000 so the net
increase in cost is $8,000 - a nearly 10% bite out of median household income of
$ 84,000. Not observing any attention to this matter in the political establishment,
the electorate is growing restive. In recent off year elections the vote went 60-40
against the Republicans pretty much across the board regardless of the issue or the
candidate. Freshman legislators in particular are likely sensitive to this shifting of
the political winds. Whether they have any influence with their leadership remains
to be seen.

4 The Economy

Medium but slowing growth. Medium but rising inflation. Food prices pushed up
by tariffs on Mexico and ICE disruption of the farm workforce. Electricity prices
pushed up by a thirst for power from the Al and cryptocurrency providers. Fossil
fuel prices benefiting from a falling price of oil as the world economy also slows. A
slow job market - particularly for novice workers as Al driven productivity gains
cause a secular contraction in entry level staffing. The soaring costs of H1B visas
threatening rural hospitals with closure. Business profits contracted as businesses
temporarily absorb tariff costs as they hope for withdrawal of the tariff policy before
they are forced to raise prices and shrink their markets. The Federal workforce in
deep disarray. The Federal Reserve gradually easing up on its restrictive policy stance
hoping that it can keep the economy ticking over without triggering an inflationary
breakout. The richest Americans continuing to enjoy strong cash flows which mostly
flow back into investments in both the public and private markets. A stock market
which continues generally rising in consequence despite the glum fundamentals across
much of the board. Trump is doing a good job of turning Americans into a copy
of himself - angry and pessimistic. It is a pity. Biden left the economy in a strong
and advancing state and the public mood headed in an increasingly genial direction.
One man’s foolishness has changed all that. The case for cabining presidential power
could not be clearer.

Abroad Trump’s impact is proving less than expected as the United States’s
share of the world economy is not so great. China’s exports are up 6% as it has
hardly noticed the closure of the American market. China has shifted its buying
from the US to alternate suppliers and its bilateral trade with them has grown
in consequence. The EU economy is slowly expanding. The Russian invasion of
the Ukraine has reminded the Europeans that their petty internecine quarrels are
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as nothing compared to their fear of the Russians. The German Army which has
been transformed by two generations of pacifism into the flabby man of Europe is
ripe for rebuilding. The general desire to wean off of US defense supplies is tonic
for European arms merchants. Japan continues to struggle with its demographic
headwinds, but is holding its own at present. The other English speaking advanced
economies (UK, Canada, Australia) are well positioned to benefit from the Indian
talent which Trump is chasing out of the US. Trump slapped another 5% tariff on
Canada because they had the temerity to run an anti-tariff ad featuring a speech
by Ronald Reagan. While he may be reluctant to admit it, the fact is Trump has
rejected all of Reagan’s essential policies.

5 Capital Markets

The announcement that Michael Bury, famous as the successful trader in the “Big
Short” movie about the banking crisis, has shorted two Al stocks has sparked a sell-off
on Wall Street. Let us review the valuation formulas. A typical American company
sells for 20x earnings, which amounts to an earnings yield of 5%. With a growth
target inline with the total economy of 2.5% that amounts to a total return potential
of about 7.5%. That company, if typical, has a profit margin of 10% implying that
its revenues are 10x its profits so its price-to-sales ratio will be 2x. Dynamic growth
companies often choose to operate with no profits or even book losses as they funnel
all their earnings into funding growth. Accordingly for such companies a price-to-
sales ratio may be more meaningful than a price-to-earnings ratio. Such companies
also often have higher intrinsic profit margins than 10% and this would support a
higher price-to-sales ratio. But the maximum profit margin is 100% so the price-to-
sales ratio would top out at 20x. To justify a higher ratio one needs really beautiful
growth prospects. Suppose the firm’s revenues are growing 30% per year. In 5 years
time the company’s sales will be 3.7x present. Discounting that by a half gives us
a multiple of 1.85x. Applying that multiplier to a current price-to-sales ratio of 20x
implies a price-to-sales ratio of 37x as the growth adjusted maximum valuation ratio.
One of the stocks shorted by Bury is Palantir. Before Bury’s short was announced
it was selling for 90x sales. The company’ intrinsic profit margin is high, perhaps
60% but it is definitely less than 100%. Its sales growth rate also has been excellent
- about 17% per year compounded for the last four years, but definitely less than
30%. One can love the company’s business (we do) and respect its leadership for a
superb track record, but its hard to buy in to a valuation multiple of 90x sales. This
short of Bury’s looks pretty safe. His other short is NVIDIA. Another company with
great technology, bright prospects and strong leadership. Its price-to-sales ratio of
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28x is considerably less extreme than Palantir’s. Its profit margin is 52% and its
three year compound sales growth rate is 68%. The raw valuation figures make a
less compelling case for obvious overvaluation. Bury’ skepticism is based in part on
how the sales growth was generated. The company has taken advantage of its high
valuation to raise capital which it has provided to customers to help them purchase
its product. This could be a perfectly rational business strategy. It could also be a
dangerously distorting feedback loop that ends unhappily for investors. Forming a
judgment about the soundness of this short requires a more searching analysis than
we shall attempt here.

We remark that we have been calling attention to the market’s questionable
valuation levels since March. Over that time the market has traded up about 19%.
As noted tax policy is placing lots of cash flow into the hands of the rich. Everyone
knows Al is the next big thing, but ways of investing into this trend are currently
limited in the public markets. As a result too many investment dollars are chasing
the few legitimate investment opportunities pushing up valuations to stratospheric
levels. Ultimately this situation changes as investment bankers take public newer
smaller firms participating in the AI boom. Meanwhile we are likely to see episodes
of sharp pull back as investors react to clear overvaluation alternating with renewed
advance as other traders convince themselves of a buying opportunity. This is a tricky
environment in which to operate a short and we recommend that only experienced
professionals like Bury attempt to profit from that side of the market. A case in point
is Palantir which fell 7% on the announcement of Bury’s short before stabilizing. If
the valuation argument holds any water the stock should fall nearly 70%, so a 7%
pullback is comparatively nothing.

6 Market Performance

Equities did well across the board led by US Large Cap Growth and International
Emerging. But progress was incremental rather than impressive. Fixed income
plodded along. The corporate group, which had been the point of relative strength,
corrected back this month, and so for the quarter it is now lagging the Treasury
group. The Euro also corrected modestly and Gold which had been rising strongly
now appears to be plateauing for the moment. Oil continues to fall. It is now 30%
below its price of two years ago.

10
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Figure 1: Market Performance to October 31, 2025

Sector Class 6 month 3 month 1 month
Equity US Large Cap rising 7.88% 2.38%
Large Cap Growth rising 9.43 3.53
Large Cap Value rising 5.75 1.2
Growth - Value rising 3.67 2.33
US Mid/Small Cap rising 5.34 0.18
Intl Developed rising 7.96 1.44
Intl Emerging rising 13.88 3.56
Fixed Income Treasury 3-7 year flat 1.3 0.20
Treasury 7-10 flat 2.16 0.48
TIPS flat 1.56 0.14
Municipal flat 3.51 0.93
Investment Grade rising 1.94 -0.13
Medium Grade rising 0.60 -0.48
Preferred rising -0.16 -1.51
REIT flat -0.97 -1.79
Commodity  Euro rising 1.30 -1.47
Gold rising 18.81 3.68
Crude Oil falling -11.25 -2.23
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7 Advice

High valuations; political turmoil and strategic economic and political choices which
appear wrong headed to us all combine to make us adopt a cautious stance towards
the Capital Market. We would emphasize capital preservation first and the pursuit
of growth second. However, once fundamental security has been achieved in the core
portfolio we think a number of return oriented satellite positions may be added to
harvest the opportunities tossed up by this unique period in public and economic life.
We would also let some cash reserves accumulate - both as protection against future
trouble and to participate in opportunities should a meaningful valuation correction
occur.

8 About the Cover

This year the Indian festival of Diwali fell on October 20. The date of the festival is
determined by a lunisolar calendar (similar to Easter) and so the date of the festival
varies between late September and early November. The prominent feature of the
festival is lighting lamps which are kept lit all night and which give the festival its
popular name of the Festival of Lights. Philosophically the lamps represent the divine
light which chases away the darkness of evil and ignorance. Practically the festival
falls at the end of the Autumn harvest - a good time for partying and thanksgiving. In
folklore the festival is associated to Rama’s victorious return home from battle with
the Demon Ravana. Alternately the lights are said to be lit to guide the goddess
Lakshmi to ones door. Lakshmi is the goddess of happiness, wealth, beauty and
fertility - gifts which she bestows with four hands. We take this occasion to wish
our subscribers a year of prosperity and happiness - an outcome towards which our
efforts are directed year round.

9 About Lloyd Tevis Investments LLC

Lloyd Tevis Investments LLC is a registered investment adviser offering its services
over the internet to US individual investors and their families. Our Precision invest-
ing ™ service provides clients with highly personalized investment solutions tuned to
the client’s specific circumstances and objectives. We believe the strategic asset allo-
cation decision is the key decision faced by our investors. Accordingly, our monthly
commentary focuses on matters which can shape the longer term performance of
asset classes. We do not time market swings or pick individual stocks. Discussion
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at this level of detail is made for the light which it throws on relative valuations
and such discussion should not be read as an investment recommendation. Indeed,
our investment focus is on maximizing diversification, careful risk budgeting and
maximizing implementation efficiency. These are the proven builders of long term
investment success.

In evaluating political and social developments our perspective is that of long term
investors. We believe the investor’s interest is best served by a stable environment
in which change occurs incrementally as broadly supported policies rather than by
an environment of abrupt changes and frequent U-turns driven by transient partisan
advantages. Finally, our assessments should always be read as what we consider
likely to occur and not as expressions of what we would like to see come about. To
learn more about our firm visit us at lloydtevis.com.
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