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Index Performance: As of Dec. 14, 2018 

Index Price 
Last 

Week 
YTD 

Dow Jones 30 24101 -1.2% -2.5% 

S&P 500 2600 -1.3% -2.8% 

NASDAQ 6911 -0.8% 0.1% 

Russell 2000 7025 -2.5% -7.0% 

Russell 2000 Growth 6280 -2.1% -5.5% 

Russell 2000 Value 10583 -3.0% -8.7% 

Russell 1000 Growth 1327 -0.7% 1.9% 

Russell 1000 Value 1479 -1.8% -4.7% 

Shanghai SE Index 2716 -0.5% -21.6% 

SPDR Gold Shares 117.06 -0.9% -5.3% 

GS Crude Oil Total Return 5.66 -2.9% -13.5% 

Powershares US $ Index 26.04 0.9% 8.4% 

Ishares EAFE Index  60.46 -0.5% -14.0% 

iShares Barclays 20+ Yr 
Treasury Bond 

118.48 0.1% -6.6% 

Utilities Select Sector ETF 56.82 0.7% 7.9% 

Vanguard REIT ETF 79.65 -3.0% -4.0% 

iShares Mortgage Real 

Estate 

43.00 -1.1% -4.9% 

Wells Fargo BDC 18.67 -2.3% -10.1% 

Alerian MLP ETF 9.50 0.4% -12.0% 

iShares Global Telecom 52.78 0.1% -12.8% 

ETFMG Alternative 

Harvest ETF 

27.23 -5.8% -16.1% 

BitCoin Investment Trust 3.84 -3.5% -82.7% 

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

S&P Sector Performance: As of Dec. 14, 2018 

Index Price 
Last 

Week 
YTD 

Information Technology 1129 0.0% 2.1% 

Consumer Disc. 808 -1.2% 2.9% 

Consumer Staples 555 -0.6% -5.5% 

Health Care 1026 -1.9% 7.3% 

Financials 401 -3.6% -13.7% 

Industrials 561 -1.6% -12.1% 

Energy 456 -3.3% -14.5% 

  

A Word on the Market by Pat Adams, CFA 

 

The action in the market sure feels like the trading of a bear market. 

There is such severe pressure on all stocks, and for that matter 

commodities as well. Being in the money management business for 

over three decades this certainly feels like a bear. Stocks are now going 

down with no news, with no explanation, much like the bull market 

when the Federal Reserve was being so aggressive, and stocks were 

going up for no reason. Last week, investors pulled $46 billion out of 

U.S. equity funds. Money market funds increased to a multi-decade 

record $81 billion. Our biggest concern is the Federal Reserve, much 

like all the other bear markets we have experienced the Fed plays a 

major role. President Trump is dead right when he says the Fed should 

stop. We believe the Fed shrinking their balance sheet by $50 billion 

per month is having a major impact on the financial system and could 

cause a very negative credit cycle in reversing the easy money that went 

into corporate bonds and the technology sector. The Fed has never 

expanded their balance sheet in history the way they did to $4.5 trillion 

and obviously they have never shrunk their balance sheet by $600 

billion per year. We believe they have no idea the issues they may be 

causing. Both AAPL and AMZN both have collapsed from over $1 

trillion market caps, both off 25% or more from their recent highs, 

serious wealth evaporating. 

 

The Federal Reserve does meet this week and they are expected to raise 

interest rates by .25% or to 2.5% on the Federal Funds rate. Again, we 

do not believe it is prudent to raise rates. The Fed will have a news 

conference on the 19th to explain their outlook, if we are going to get a 

market rebound it will have to come from this meeting. They talk a lot 

about a neutral rate and wanting to get to this neutral rate. We believe 

they have gone well beyond the neutral rate as the neutral rate dropped 

significantly from what they thought it was due to much slower than 

expected global GDP growth, the impact on the interest sensitive 

sectors like housing and auto sectors from the previous interest rate 

increases, and the liquidity drain from the Fed shrinking their balance 

sheet, it is having a big impact on wealth as the market falls. 

 

If you read our weekly rag, you have seen this chart below numerous 

times. We compare this market cycle in black from the bottom in March 

of 2009 until current with the bull market of the 1990s. To the high the 

1990s took 9.5 years and to the high this cycle it took 9.6 years. This 

cycle is now starting to fall at a faster rate. 

The expectation by the market is perhaps the recession may occur in 

2019 and not 2020. It will be hard for the market to rally much until it 

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


Communications Services 145 0.6% -13.0% 

Utilities 286 0.6% 7.0% 

Materials 320 -1.1% -15.6% 

Real Estate 206 -1.9% 0.8% 

Source: Bloomberg website, Returns are appreciation only. 

Interest Rates 

Fed Fund 2.125 5-Year 2.69 

3-Month 2.40 10-Year 2.86 

6-Month 2.54 30-Year 3.11 

2-Year 2.70     

Source: Bloomberg.com 

Economic Events This Week 

18-Dec Housing starts 1.23M 1.23M 

18-Dec 
Building 

Permits 
1.27M 1.26M 

19-Dec 
Existing Home 

Sales 
5.2M 5.22M 

19-Dec 
Federal Funds 

Rate 

2.25-

2.5% 

2.0-

2.25% 

20-Dec 
Unemployment 

Claims 
219K 206K 

20-Dec 

Leading 
Economic 

Indicators 

0.0% 0.1% 

21-Dec 
Core Durable 

Good 
0.3% 0.2% 

21-Dec Durable Goods 1.8% -4.3% 

21-Dec Final GDP q/q 3.5% 3.5% 

21-Dec 
Core PCE Price 

Index 
0.2% 0.1% 

21-Dec 
Personal 

Spending 
0.3% 0.6% 

21-Dec 
Personal 
Income 

0.3% 0.5% 

21-Dec Core Inflation 0.2% 0.1% 

Source: Briefing.com 

Economic Events Last Week 

Date Event 

11-Dec 

Producer Price Index 

for Nov. was 

reported at 0.1% 
which was higher 

than estimates of 

0.0% 

11-Dec 

Core Producer Price 
Index for Nov. was 

reported at 0.3% 

which was higher 
than estimates of 

0.1% 

12-Dec 

Core CPI for Nov 

came in as 
forecasted at 0.2% 

13-Dec 
Weekly 
Unemployment 

becomes more comfortable with the outlook. You need a really strong 

economy and the Fed to stop raising interest rates to offset the massive 

amount of liquidity that the Fed is taking out of the system.   

 
Below is a 5 year chart of the S&P 500, we mentioned last week how 

important it was to hold that support at 2640, as it did not, the market 

fell another 4%, as we expected. This is a lower low, we would expect 

when the market does rally…perhaps soon, we will very likely have a 

lower high. What is particularly concerning is the market does not have 

any significant support until it goes much lower. 

 
 

Please let us know if you would like to discuss. 

800.777.0818 

 

Please visit our website for more information.  

www.pvgassetmanagement.com  

http://www.pvgassetmanagement.com/
http://www.pvgassetmanagement.com/


 

Claims for the week 

of 12/8 were 
reported at 206K 

which was better 

than estimates of 

226K 

13-Dec 

U.S. budget deficit 
jumps to $205 

billion in November 

versus expectations 
of $193 billion 

14-Dec  

Retail Sales was 

reported at 0.2% at 

the start of the 
holiday season 

compared to a 

forecast of 0.1% 

 

Source: Briefing.com 
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