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Index Performance: As of February 23, 2018 

Index Price 
Last 

Week 
YTD 

Dow Jones 30 25310 0.4% 2.4% 

S&P 500 2747 0.6% 2.8% 

NASDAQ 7337 1.4% 6.3% 

Russell 2000 7631 0.4% 1.0% 

Russell 2000 Growth 6834 0.8% 2.8% 

Russell 2000 Value 11475 0.0% -1.0% 

Russell 1000 Growth 1373 1.1% 5.4% 

Russell 1000 Value 1555 -0.1% 0.3% 

Shanghai SE Index 3445 2.8% -0.5% 

SPDR Gold Shares 126.14 -1.4% 2.0% 

GS Crude Oil Total Return 7.09 4.3% 8.4% 

Powershares US $ Index 23.50 0.9% -2.2% 

Ishares EAFE Index  71.34 -0.1% 1.5% 

iShares Barclays 20+ Yr 

Treasury Bond 

118.13 -0.5% -6.9% 

Utilities Select Sector ETF 50.35 0.5% -4.4% 

Vanguard REIT ETF 74.92 -0.5% -9.7% 

iShares Mortgage Real 

Estate 

42.02 -1.8% -7.0% 

Wells Fargo BDC 19.41 -1.3% -6.5% 

Alerian MLP ETF 10.37 -2.3% -3.9% 

iShares Global Telecom 58.59 -0.2% -3.2% 

Source: Bloomberg & Yahoo.com, Returns are appreciation only. 

S&P Sector Performance 

Index Price 
Last 

Week 
YTD 

Information Technology 1190 1.9% 7.5% 

Consumer Disc. 842 1.0% 7.2% 

Consumer Staples 559 -2.2% -4.9% 

  

A Word on the Market by Pat Adams, CFA 

 

Last week we discussed that the bond market yields rising 

may have overdone it to the upside. The 10-year treasury 

got to about 2.94% last week and then pulled back to 2.86% 

currently. We said the Citigroup Economic Surprise Index 

seemed to be about out of surprises, was likely topping out, 

that in the short-term rates may have peaked and we could 

get a rally in the bond market. So, in the short term this is 

exactly what has transpired, but we would expect the 10- 

year will go over 3% later this year, perhaps meaningfully.   

In 2013, we got the “taper tantrum” where the Fed said they 

would start to reduce their QE policy and the 10-year ran 

up to 3% before significantly declining in yield. As you can 

see below, 3% is an important level to hold, if it breaks 3% 

it could easily go to 4%. The 3% level is very important 

psychologically for the bond market, and we believe very 

important for the stock market. 

 

The conventional wisdom of the market is rates must be 

going up because the economy is strong, but rates may be 

going up because of increased supply of bonds and the 

Federal Reserve is trying to get to normal interest rate 

levels.    

U.S. 10 YEAR TREASURY YIELD 

 
As the 10 Year has held 3%, the stock market has rallied. 

We do not believe we are going to make a new high, for 

now. The S&P 500 is about 70% back up from the recent 

bottom to the old high made in January. We believe there 

is modest upside before the market may pullback again. We 

do not believe we will retest the lows or go through the low 

of 2535 on the S&P 500 until the 10-year breaks through 

3%. 

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


Health Care 986 -0.1% 3.1% 

Financials 482 0.4% 4.0% 

Industrials 652 0.3% 2.2% 

Energy 506 1.0% -5.2% 

Telecommunications 155 -2.4% -6.5% 

Utilities 254 0.5% -4.8% 

Materials 384 1.2% 1.2% 

Source: Bloomberg website, Returns are appreciation only. 

Interest Rates 

Fed Fund 1.375 5-Year 2.62 

3-Month 
1.64 10-

Year 

2.88 

6-Month 
1.85 30-

Year 

3.16 

2-Year 2.25     

Source: Bloomberg.com 

Economic Events This Week 

26-Feb New Home Sales 645K 643K 

27-Feb Durable Orders -2.0% 2.9% 

27-Feb 
Durable Goods-ex 

Transportation 
0.5% 0.6% 

27-Feb 
Consumer 

Confidence 
126.5 125.4 

28-Feb 
Q4 GDP-Second 

Est. 
2.5% 2.6% 

28-Feb Chicago PMI 64.5 65.7 

1-Mar Personal Income 0.3% 0.4% 

1-Mar Personal Spending 0.2% 0.4% 

1-Mar Initial Claims 227K 222K 

1-Mar ISM Index 58.4 59.1 

1-Mar 
Construction 

Spending 
0.3% 0.7% 

2-Mar 
Michigan 

Sentiment-Final 
99.5 99.9 

Source: Briefing.com 

Economic Events Last Week 

Date Event 

21-Feb 

Existing Home Sales for Jan. were 

reported at 5.38M which was lower 

than estimates of 5.62M 

We generally talk about big picture issues in the market but 

there are some interesting things happening with some of 

the sectors we focus on and thought this might be of interest 

to our readers. 

 

The market is trying to figure out what normal means for 

interest rates, we think it is in the 4% area. Some sectors 

already reflect interest rates normalizing.  In the process 

some of the REITs have gotten very undervalued relative 

to the actual value of their real estate. REITs seem to have 

overshot the downside, -9.4% year-to-date. We believe 

there are some really cheap stocks in the REIT sector along 

with the energy MLP sector.  Last week, as an example, 

New Senior Investment Group (SNR) announced they will 

seek to realize the value of their real estate holdings which 

we believe is about $11.00 per share, at the time the stock 

was just under $7.00 and subsequently rallied 19% to 

$8.27. We see a number of opportunities like this.  

 

Just to remind some of you that PVG does manage some 

accounts solely dedicated to the healthcare space. We see 

the environment as very fertile for smaller healthcare 

companies. This part of the market has not participated in 

the 9-year bull market. Additionally, the healthcare sector 

has lagged the frothy technology stocks. This has created a 

lot of interesting investment opportunities.  We believe the 

large pharmaceutical companies have been growing more 

on raising prices rather than new innovative products. 

There has been considerable activity in merger and 

acquisitions lately. We believe there will be significant 

pressure on drug prices with the Trump administration. 

However, new product approval and the use of 

experimental drugs will ignite the innovative companies, 

this is an extremely important point! In the Alzheimer’s 

sector, which is littered with drugs that did not work, the 

FDA has announced a dramatic and iconic change in the 

approval of these drugs. We believe this sector will be an 

extremely fertile area of investment in the future.  

 

http://www.sciencemag.org/news/2018/02/fda-floats-new-

rules-testing-alzheimers-drugs 

 

Additionally, a Japanese company, Shionogi, just got 

approval in Japan for a drug that kills the flu virus in just 

24 hours. Swiss based Roche (RHHBY) has the rights to 

market the drug in the U.S. and Europe, we believe this is 

an incredible break through.  

 

Please visit our website for more information.  

www.pvgassetmanagement.com 
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22-Feb 

Initial Claims for the week of 2/17 

came in at 222K which was lower 

compared to forecasts of 233K 

22-Feb 
The Leading Indicators for Jan. came 

in at 1.0% vs. expectations of 0.8% 

Source: Briefing.com 
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