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Index Performance: As of Mar. 1, 2019
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A Word on the Market by Pat Adams, CFA

The market is playing a game of tug of war with breaking
out or breaking down. The S&P 500 closed the week at
2804. This seems to be a tough level for the market to
overcome. On a technical basis, if the market can break
through this resistance and hold, it then can make a move to
the old highs of 2930. Given the market has rallied very hard
off the bottom in December, we continue to believe some
time needs to be put in place and some additional confidence
build on earnings growth into 2020.Since September, the
market has failed three other times at this level. On the
downside, the 200-day moving average will be the first
support level at 2750, and it does have a very slight upward
slope...better than negative, but not indicative of a strong
trend. From our view, owning stocks here is okay as the 200-
day moving average is only 2% lower and should be viewed
as an exit if it would breach that level.

In terms of fundamentals, last week was a little mixed. The
retailers had fairly good earnings reports and the 4" quarter
GDP report was better than expected. On the weaker side,
and more forward looking, consumer sentiment was weaker
than expected and as was the very important ISM
Manufacturing Index. This week there are a number of
important economic reports, including housing and the
Employment Report. Housing has been weakening for a
while, and perhaps the decline has stopped. We believe the
employment numbers are not going to be anywhere near as
strong as last month. Target reports on Tuesday, we would
expect a positive report given the positive reports by the
other retailers. We like TGT, as the stock is very
undervalued, and their strategy is sound. If Amazon wants
to really compete with Walmart, TGT would be a “prime”
acquisition.

Wall Street goes through these exaggerated love/hate
relationships with stocks, we have seen that very recently
with the FANG stocks, and on the hate side the food stocks
are there now. The group seems like it is actually turning up
now, however the highest quality and largest, Kraft Heinz
dropped 30% last week on a not hugely significant miss in
earnings. KHC took a significant write-off which actually
helps the earnings in future periods. KHC now trades at only
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7.1% 10 times earnings and has a 5% dividend yield that is very
safe. The food companies are improving their mix of
business to be more in line with consumer trends. Small
11.5% companies just cannot compete with the scale of these
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Economic Events This Week Please visit our website for more information.

ISM Non- WWW.pvgassetmanagement.com
Manufacturing
PMI

New Home
Sales

ADP Non-
Farm
Employment
Change

Trade Balance

Unemployment
Claims

Consumer
Credit m/m

Average
Hourly
Earnings m/m

Non-Farm
Employment
Change

Unemployment
Rate

Building
Permits



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

08-Mar | Housing Starts ‘1.18M ‘ 1.08M

Source: Briefing.com

Economic Events Last Week

Date | Event

Housing starts drops by 11% two-

26-Feb year low of 1.08m in December

26-Feb | Building permits up 0.3% to 1.33m

Consumer confidence index jumps
26-Feb to 131.4 in February from 121.7 in
January

U.S. trade deficit in goods up 12.8%

27-Feb to $79.5B in December

Pending home-sales index was
reported at 103.2 in January up 4.6%
from December

U.S. factory orders rose by 0.1% in
December against a forecast of 0.5%
increase

Gross domestic product grew at a
2.6% annual pace in the fourth
quarter versus a forecast of 1.9%
growth

Consumer spending dropped 0.5%

01-Mar in December

The annual rate of inflation slowed

01-Mar to 1.7% in December from 1.8%

ISM manufacturing index falls to

01-Mar 54.2% in February from 56.6%

Source: Briefing.com
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