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In stock market investing what is momentum? Does positive momentum
produce larger market exuberance? What historical data can we study and learn
about positive momentum? List examples.

In stock market investing, momentum refers to the speed and direction of price
changes in a stock, security, or even the overall market. It's essentially a measure
of how quickly a price is moving and whether it's trending up or down.

Positive momentum signifies an upward price trend, indicating potential
continued growth. This can be fueled by various factors like:

e Strong earnings reports: When a company consistently exceeds
expectations, it breeds investor confidence and can drive the stock price
higher.

o Positive news and events: Mergers, acquisitions, new product launches, or
industry-specific tailwinds can generate excitement and lead to increased
buying.

o Technical analysis indicators: Traders often use technical indicators like
moving averages or relative strength indexes (RSI) to identify stocks with
strong upward momentum.

While positive momentum can be attractive, it's important to remember that past
performance isn't necessarily indicative of future results. Market exuberance,
where investors get overly optimistic and push prices beyond their fundamental
value, can also be fueled by positive momentum. This can lead to bubbles and
subsequent crashes, as seen in the dot-com bubble of the late 90s.

Here are some historical examples of positive momentum and its impact:
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e The Roaring Twenties (1920s): Fueled by post-war optimism and easy credit,
the stock market experienced a sustained period of growth, but ultimately
crashed in 1929, leading to the Great Depression.

o The Tech Boom (1990s): The rise of the internet and tech companies led to a
surge in stock prices, fueled by investor excitement and speculative buying.
However, the bubble burst in 2000, causing significant losses.

« The "Animal Spirits" Rally (2020-2021): Following the initial pandemic dip,
the stock market rebounded strongly due to government stimulus, low interest
rates, and retail investor participation. While concerns about inflation and
rising rates have tempered the momentum, the rally highlights the potential
impact of positive sentiment.

Studying historical data on positive momentum can be valuable, but it's crucial to
consider the context and underlying factors that contributed to the trends.
Remember, past performance is not a guarantee of future results, and chasing
momentum alone can be risky. It's important to conduct thorough research,
understand the fundamentals of any investment, and maintain a balanced and
diversified portfolio to mitigate risk.

Is the NVDA momentum creating more momentum in 2024?

Whether NVDA's momentum is creating more momentum in 2024 depends on
your perspective and risk tolerance. There are arguments for both sides:

Supporting the idea of increasing momentum:

o Strong performance: NVDA has been a top performer in 2023 and 2024 so
far, with its stock price increasing by 239% and 21% respectively. This strong
performance can attract more investors, further fueling the momentum.

« Altailwinds: The growth of artificial intelligence (Al) is fueling demand for
NVIDIA's chips, and the company is considered a leader in this field. This
sector's continued growth could positively impact NVDA's momentum.

e Analyst sentiment: Many analysts are bullish on NVDA, with some setting
price targets significantly higher than the current price. This positive
sentiment can influence investor behavior and create more momentum.

Factors that could limit momentum:
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« Valuation: NVDA is currently trading at a high valuation compared to its
historical averages. This could indicate that some investors believe the stock
is overvalued, potentially slowing the momentum.

o Macroeconomic factors: Rising interest rates and inflation could dampen
investor sentiment and impact the overall market, potentially affecting NVDA's
momentum.

e Cyclical nature: The semiconductor industry is cyclical, and NVDA's future
performance could be impacted by a slowdown in demand.

It's important to remember that past performance is not indicative of future
results, and chasing momentum alone can be risky. It's crucial to:

o Conduct thorough research: Understand the fundamentals of NVDA, its
financials, its industry, and the competitive landscape.

o Consider your risk tolerance: Momentum investing can be volatile, so ensure
your portfolio can handle potential fluctuations.

o Maintain a diversified portfolio: Don't put all your eggs in one basket.
Diversify across different sectors and asset classes to mitigate risk.

Ultimately, whether NVDA's momentum continues in 2024 depends on various
factors, and it's impossible to predict with certainty. Make informed investment
decisions based on your research and risk tolerance, and avoid relying solely on
past performance or hype.
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