
 

Market in a Minute 
October 22, 2019 

Index Performance: As of October 18, 2019 

Index Price 
Last 

Week  
YTD 

Dow Jones 30 26770.2 -0.2% 14.8% 

S&P 500 2986.2 0.5% 19.1% 

NASDAQ 8089.54 0.4% 21.9% 

Russell 2000 7739.17 1.6% 15.1% 

Russell 2000 

Growth 

7017.72 1.5% 16.5% 

Russell 2000 

Value 

11470.19 1.6% 13.6% 

Russell 1000 

Growth 

1596.55 0.3% 24.4% 

Russell 1000 

Value 

1672.79 0.7% 17.6% 

Shanghai SE 

Index 

3078.16 -1.2% 17.9% 

SPDR Gold 

Shares 

140.46 0.3% 15.8% 

GS Crude Oil 

Total Return 

5.95 -0.3% 24.2% 

Powershares US 

$ Index 

26.55 -1.0% 4.3% 

Ishares EAFE 

Index  

66.27 1.1% 12.7% 

iShares Barclays 

20+ Yr Treasury 

Bond 

139.58 -0.6% 14.9% 

Utilities Select 

Sector ETF 

63.82 -0.2% 20.6% 

Vanguard REIT 

ETF 

94.53 1.6% 26.8% 

iShares Mortgage 

Real Estate 

42.68 0.9% 6.9% 

Wells Fargo 

BDC 

19.56 0.8% 10.6% 

Alerian MLP 

ETF 

8.71 -1.2% -0.2% 

iShares Global 

Telecom 

58.51 1.0% 16.6% 

  

A Word on the Market by Pat Adams, CFA 

 

 

 

There are six major market issues we are focused on, 

China, the Federal Reserve, the economy, earnings, 

valuations, and the technicals of the market.  

 

A China trade deal seems to be progressing. China’s 

economy is hurting with the slowest growth since 1992 of 

6% last quarter, and growth is even expected to be less in 

2020. Of course, the 6% is not accurate, it is likely a 

negative number. A friend that manufactures in China was 

just there and he is saying that China is clearly in a deep 

recession. A deal on trade actually looks like it will get 

done. China needs to do this. 

 

The Federal Reserve has sucked out a lot of liquidity from 

the system and it surprises us that we did not have a bear 

market as a result, we were close, it looked like it was 

happening about a year ago. The Federal Reserve’s balance 

sheet shrunk by about $600 billion (at the same time they 

were raising rates), this had the result of drying up the 

REPO market. Now the Fed is increasing liquidity back 

into the system by $60 billion per month and has added 

over $100 billion in liquidity recently. We also believe 

they will cut rates for the third time this year at the end of 

October to a rate of 1.5% to 1.75%. The yield curve is now 

positively sloped. This is a big positive! A little more 

would be helpful. 
 

 
 

 

 

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


ETFMG 

Alternative 

Harvest ETF 

19.61 5.1% -21.4% 

BitCoin 

Investment Trust 

8.73 -11.0% 120.5% 

Source: Bloomberg & Yahoo.com, Returns are appreciation 

only. 

S&P Sector Performance: As of October 18, 2019 

Index Price 
Last 

Week 
YTD 

Information 

Technology 

1419.82 -0.9% 30.4% 

Consumer Disc. 958.79 1.3% 22.7% 

Consumer 

Staples 

623.45 -0.2% 19.5% 

Health Care 1061.63 2.0% 6.1% 

Financials 466.45 1.6% 17.8% 

Industrials 648.41 0.1% 19.6% 

Energy 420.67 -1.7% -0.8% 

Communications 

Services 

170.48 1.3% 22.8% 

Utilities 323.94 -0.1% 20.6% 

Materials 360.6 0.3% 13.9% 

Real Estate 247.02 1.8% 28.4% 

Source: Bloomberg website, Returns are appreciation only. 

Interest Rates 

Fed Fund 1.75-2.00 5-Year 1.56 

3-Month 1.66 10-Year 1.76 

6-Month 1.63 30-Year 2.25 

2-Year 1.58     

Source: Bloomberg.com 

Economic Events This Week 

22-Oct 
Existing Home 

Sales 
5.45M 5.49M 

24-Oct 

Core Durable 

Goods Orders 

m/m 

-0.2% 0.5% 

24-Oct 
Durable Goods 

Orders m/m 
-0.5% 0.2% 

24-Oct 
Unemployment 

Claims 
216K 214K 

24-Oct 

Flash 

Manufacturing 

PMI 

50.7 51.1 

    

The economy has been slowing down, by the measurement 

of a very reliable indicator, the ISM Index, this indicator is 

not too far from a recessionary reading. We shall see the 

ISM Purchasing Managers’ Report on November 1st to see 

if more interest rates cuts are needed, or if the Fed is ahead 

of the economic decline. It is expected, at this point, that 

global economic growth will pick up in 2020. 

 

Earnings are expected to pick up significantly in 2020 to 

10.4%, however, we would expect it to be more likely in 

the 5%-6% range. The earnings in 2019 are expected to be 

about flat, no growth. The pickup in growth in 2020 is 

expected to come from the cyclical areas, such as energy, 

industrials, materials, consumer discretionary, and telecom. 
 

Nokia reports earnings on Thursday, as Ericsson had a 

strong quarter and we would expect NOK to have a good 

quarter as well, although their accounting is a little 

different. We are big bulls on 5G! A couple of the giants 

report this week, Microsoft on Wednesday and Amazon on 

Thursday. These are such large and very highly valued 

stocks they will have an impact on the market. We are 

concerned that the cost for delivery is rising and may hurt 

the margins at AMZN. The stock is acting a little sick. 

 

Valuations are definitely a problem, (but not in the above 

sectors that are expected to see the growth next year). We 

could see the rotation into value to continue. Using our 

estimate of growth in 2020, the 12-month P/E multiple for 

the S&P 500 is about 18x earnings. That is very high! The 

growth/momentum stocks significantly skew the multiple 

higher. We are very concerned about the lofty valuations of 

stocks, and the insanely low yields in the bond market, as a 

result, we have been advocating the use of tactical or loss 

averse strategies. 
 

 
 

 

The technicals of the market, in the near term, are much 

improved with the stock indices all above their important 

moving averages, with these moving averages now starting 

to slope upward. In the short-term, the market is in an 

overbought condition, which could last a couple of weeks 



 

25-Oct 
New Home 

Sales 
710K 713K 

26-Oct 

Revised UoM 

Consumer 

Sentiment 

96.0 96.0 

Source: Briefing.com 

Economic Events Last Week 

Date Event 

14-Oct 
Empire State index up to 4 in October from 

2 in the prior month 

16-Oct 
Retail sales fell 0.3% last month, ending a 6 

months streak of strong gains 

17-Oct 
Unemployment claims rise slightly by 4K to 

214K in mid-October 

17-Oct 
U.S. housing starts decline to 1.26M annual 

rate in September from 1.39M in August 

17-Oct 
Building permits fell 3% to a 1.39M annual 

pace, 8% higher than a year ago 

17-Oct 
Philly Fed manufacturing index falls to 5.6 

in October from 12 in September  

17-Oct 

Industrial Production fell 0.4% in 

September against expectations of 0.1 

decline 

Source: Briefing.com 
 

before pulling back. The market is also back close to its 

high. On a long-term basis, there is significant technical 

risk down to the support level of 2100 on the S&P 500, or 

down 30%. The S&P 500 bottomed at around 2420 this 

past December, so 2100 seems about right if we would 

have a recession/bear market. The technicals are positive 

now. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

PVG Asset Management is known for Loss Averse Investing and 

tactical portfolios. 

 

Please let us know if you would like to discuss. 

303 874 7478 

 

Please visit our website for more information.  

www.pvgassetmanagement.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Phone: (303) 874-7478 

Email: Information@pvgasset.com 

Web: www.pvgassetmanagement.com 
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