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Index Performance: As of August 21, 2015 

Index Price 
Last 

Week 
YTD 

Dow Jones 30 16460 -5.8% -7.6% 

S&P 500 1971 -5.8% -4.3% 

NASDAQ 4706 -6.8% -0.6% 

Russell 2000 1173 -3.3% -2.7% 

Russell 2000 Growth 723 -5.1% 0.1% 

Russell 2000 Value 1401 -4.1% -8.1% 

Russell 1000 Growth 957 -5.7% -0.4% 

Russell 1000 Value 1138 -5.7% -5.9% 

Shanghai SE Index 3675 -11.5% 8.4% 

SPDR Gold Shares 111.13 4.0% -2.2% 

GS Crude Oil Total Return 7.50 -6.8% -40.2% 

Powershares US $ Index 24.80 -1.7% 3.5% 

Ishares EAFE Index  59.92 -6.4% -1.5% 

iShares Barclays 20+ Yr 

Treasury Bond 
126.40 2.0% 0.4% 

Utilities Select Sector ETF 45.05 -1.1% -4.6% 

Vanguard REIT ETF 78.18 -2.1% -3.5% 

iShares Mortgage Real 

Estate 
10.64 -1.8% -9.1% 

Wells Fargo BDC 21.04 -3.4% -6.1% 

Alerian MLP ETF 14.07 -3.6% -18.3% 

iShares Global Telecom 60.39 -3.9% 0.5% 

Source: Bloomberg & MSN, Returns are appreciation only. 

S&P Sector Performance 

Index Price 
Last 

Week 
YTD 

Information Technology 656 -7.4% -5.1% 

Consumer Disc. 589 -5.2% 2.8% 

Consumer Staples 489 -4.8% -2.0% 

  

A Word on the Market by Pat Adams, CFA 
 

The S&P 500 is off around 11.3% from its recent high in 

May and actually all-time high. The last several days have 

been brutal, as the market declined -12.6% from the very 

high to the intraday low on Monday. It is rather hard to 

believe some of these prints on Monday morning. The SPY 

traded at 1820 on the equivalent basis of the S&P 500. The 

markets are oversold on a short-term basis, but we think the 

trend of the market has changed from an upward moving 

market to a declining trend, so this should not be viewed as a 

buy the dip opportunity. The market had been in a sideways 

trend for 7 months. Today, the market took out the previous 

lows of this trend and will likely become a pretty severe 

resistance. You can see from the chart below, the blue line 

being the S&P 500, broke the previous bottom of 2050-ish, 

and took out 2000. We have been expecting a mini 1987 

event when the sell-off is so swift there is nothing you can do 

about it. The green and red lines are the 20 and 50 day-ma, 

and the pink is the 200 day-ma which is considered to be the 

trend. The general rule is when the market is above the 200 

day-ma you want to be in the market and when it is below 

you want out. The 200 day-ma slope is now turning negative.   

 
First, why is the market falling currently? The major factor in 

our opinion is the fundamentals do not support the 

valuations. We put this chart in last week's update where the 

green line is the market and the blue is the S&P 500. The 

Cardinal rule is, "earnings drive stock prices". If you look at 

the scale on the left axis the S&P 500 is fundamentally fairly 

valued relative to earnings growth at 1750. That is a 

considerable fall from here. 

 

http://cts.vresp.com/c/?PVGAssetManagementCo/2f3bc9b062/TEST/aabcf56eb2


Health Care 827 -4.9% 4.4% 

Financials 319 -5.9% -4.2% 

Industrials 443 -5.4% -9.0% 

Energy 462 -8.6% -21.2% 

Telecommunications 147 -2.6% -3.4% 

Utilities 228 -1.2% -5.2% 

Materials 271 -5.5% -11.3% 

Source: Bloomberg website, Returns are appreciation only. 

Interest Rates 

Fed Fund 0.25 5-Year 1.44 

3-Month 0.03 10-Year 2.05 

6-Month 0.21 30-Year 2.74 

2-Year 0.64     

Source: Bloomberg.com 

Economic Events This Week 

Date Event Forecast Previous 

25-Aug 
New Home 

Sales 
511K 482K 

25-Aug 
Consumer 

Confidence 
93.1 90.9 

26-Aug 
Durable 

Orders 
-0.6% 3.4% 

26-Aug 

Durable 

Orders ex 

transportation 

0.4% 0.8% 

27-Aug Initial Claims 275K 277K 

27-Aug 
GDP-Second 

Estimate 
3.1% 2.3% 

28-Aug 
Personal 

Income 
0.4% 0.4% 

28-Aug 
Personal 

Spending 
0.4% 0.2% 

28-Aug 
Michigan 

Sentiment 
93.0 92.9 

Source: Briefing.com 

Economic Events Last Week 

Date Event 

18-Aug 

Housing Starts for the month of Jul. 

came in at 1206K vs. estimates of 

1200K 

18-Aug 
Building Permits for Jul. were 

1119K vs. expectations of 1257K 

 
Other factors to think about and the likely catalyst to cause 

the sell-off are two-fold, the Federal Reserve will likely raise 

rates in September or December, if we get a good 

Employment report in September. China is in a recession and 

because of how severe the decline in their economy has been 

recently, their government is panicked. The 7% GDP growth 

they report has no resemblance of reality, because again their 

economy is in a recession.  They are also in a horrible bear 

market, down about -34%. China will have to significantly 

devalue their currency. This will have a negative impact on 

our economy. Can we have a bear market without a 

recession? Absolutely! In 1961, 1966, 1976, 1987 the 

markets were all down over 25% without a recession. In 

1971, 1983, 1998, and 2011 we had declines of over 15% 

without a recession. 

 

What to do in a bear market? You raise cash, buy dividend 

paying stocks that have good valuations, and protect your 

holdings with inverse ETFs. 

 

On a side note, our Dynamic Core, which is strickly driven 

off of moving averages got a sell signal on the close on 

Thurday of last week, this S&P 500 indexed strategy has no 

net market exposure currently. Equity Income has a risk 

profile of about 2.5 on a scale of 0-10 and a dividend yield 

close to 6%.  

 

Please visit our website for more information.  

www.pvgassetmanagement.com 
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19-Aug 
CPI for Jul. was up 0.1% vs. 

consensus forecasts of 0.2% 

19-Aug 
Core CPI for Jul. was 0.1% vs. 

estimates of 0.2% 

20-Aug 
Initial Claims for the week of 8/15 

were 277K vs. expectations of 272K 

20-Aug 

Existing Home Sales for Jul. came 

in at 5.59M which was higher than 

forecasts of 5.42M 

20-Aug 
The Philadelphia Fed for Aug. was 

8.3 vs. estimates of 7.0 

20-Aug 

The Leading Indicators for Jul. was 

down -0.2% vs. expectations of 

0.2% 

Source: Briefing.com 
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