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Market in a Minute

April 30, 2019

A Word on the Market by Pat Adams, CFA

Below is a 5-year chart for the S&P 500, which has had a V-shaped
recovery from the low in December to set a new all-time high. Is this
a great spot to short the market or are we seeing a melt-up? The
fundamentals are perhaps better than the market expected with very
good earning coming out of the large cap global companies, but on
the other hand the small cap companies are reporting horrible results.
This will be another big week for earnings with another 30% of the
S&P 500 reporting. Because of the strong results last week, the
estimate now is for the S&P 500 earnings to be down -2.3%. The 12-
month forward P/E for the market is about 17x, which is high and
worrisome. Essentially back to the old high valuations as earnings
have not been growing (if you adjust for the tax cut). Apple reports
earnings after the close on Tuesday, the expectations are low for
iPhone handsets and it will be important for them to lay out a plan
for rolling out 5G. We don’t see much to drive the stock in the short-
term and perhaps it is a good barometer for the market. Sell in May
and go away...buy quality dividend stocks.

The GDP report for the first quarter was better than expected, but
when you do the analysis it was a little disappointing. The forecast
was for 2.3% GDP growth, so the reported number of 3.2% looked
strong, but consumer spending slowed, and inventory build was
about .7% of the total growth. So, we had a slow consumer and rising
inventories, not very good.
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S&P Sector Performance: As of Apr. 26, 2019

Index YTD

26.6
1378.9 1.0% % 2.100.00
2,000.00

22.5 16.76B
‘ H H Wi
LI i
I 50000
2 Jul pl Jul 2017 Tul 2 Jul .

957.39 14% | %
12.3 ‘

585.93 0.1% | %

In terms of individual stocks, we have a high conviction in Nokia.

The stock fell after they reported. It was an ugly quarter on the

surface, but if you read the footnotes and actually listen to
20.5 |management it was a good quarter. They differed $200 million in
652.91 -1.0% | % | revenues, telecom equipment in North America, driven by 5G in the
15.6 |U.S., would have grown 40% if they would have recognized the
490.47 -1.3% | % | revenue!!! NOK is very comfortable with the estimates for this year
2o 7 | as they will recognize this differed revenue.
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Source: Bloomberg website, Returns are appreciation only. Disney has_ been one of.our fgvorlte stocks and it has b_een on a big
move. Their movie business is very strong and shows investors the

ISt e value of their library and production power versus Netflix.
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they get no credit for their business model and believe T should be
much higher over the next 12 months.
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2-Year 2.30 Lastly, we have also liked Target which got hit last week by AMZN

Source: Bloomberg.com announcing same day delivery, TGT is already doing this type of
| service from their stores. AMZN and TGT together would really be
a problem for Walmart.
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Economic Events Last Week

Date | Event

Existing-home sales slides 5% to
22-Apr 5.21M in March versus 4.9%
5.3M expectations

New-home sales rises to a 16-
23-Apr month high of 692K, 4.5% above
February’s reported sales

Jobless claims jump 37,000 to

25-Apr 230,000 in late April

Durable-goods orders rose 2.7%
25-Apr last month, fastest rate in 7
months
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The U.S. economy expanded at a
3.2% annual pace in the first
quarter of 2019, well above the
forecast of 2.3%

26-Apr

Consumer sentiment index in
April was 97.2, slightly down
from the 98.4 reading in March.

Source: Briefing.com
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