< RIVERBEND

Investment Management

WEEKLY MARKET UPDATE

RIVERBEND INVESTMENT MANAGEMENT | INVESTMENT INSIGHTS | NOVEMBER 4, 2019

A Friday rally lifted stocks solidly higher for a fourth
consecutive week. The large cap S&P 500 index and the

technology-heavy NASDAQ Composite reached new ” JOHN ROTHE

intraday and closing highs, while the smaller cap . W CEO & Chief

benchmarks remained below their summer highs. Investment
Strategist

The Dow Jones Industrial Average gained 389 points, or
1.4%, to finish the week at 27,347. The NASDAQ added John.fothe@riverbendinvestments.com
1.7% and closed at 8,386.

By market cap, the large cap S&P 500 rose 1.5%, the S&P
400 midcap index added 1.2%, and the small cap Russell
2000 gained of 2.0%.
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International Markets: Canada’s TSX rose for a second week adding 1.2%,

while the United Kingdom’s FTSE 100 fell -0.3%. Suite 500

On Europe’s mainland France’s CAC 40 and Germany’s DAX rose 0.7% and Reston VA 20190
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In Asia, China’s Shanghai Composite added 0.1% and Japan’s Nikkei gained
0.2%.

As grouped by Morgan Stanley Capital International, developed markets
rose 1.5% and emerging markets added 1.2%.

Commodities: Precious metals had a third straight week of gains. Gold rose
0.4% to $1511.40 an ounce, while Silver gained 0.7% finishing the week at
$18.05 an ounce.

Oil retraced some of last week’s gain, giving up -0.8% and closing at $56.20
per barrel.

The industrial metal copper, considered by some analysts a barometer of
global economic health due to its wide variety of uses, declined -0.9%.



U.S. Economic News

The number of Americans
seeking first-time
unemployment benefits rose
slightly last week, but layoffs
remained near their lowest
levels in half a century.

The Labor Department reported
initial jobless claims rose by
5,000 to 218,000 last week.

Economists had estimated new

number of people already
receiving benefits, rose by
7,000 to 1.69 million.

The Non-Farm Payrolls (NFP)
report surprised most pundits
by reporting that the U.S.
economy created 128,000 new
jobs in October. (FIGURE 1)

Hiring was also stronger at the
end of summer than previously
reported, the Bureau of Labor
Statistics stated.
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NON-FARM PAYROLLS
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claims would total a seasonally-
adjusted 215,000. The biggest
increase in new claims
appeared to be in California,
where wildfires and power
outages kept many people from
working.

The more stable monthly
average of new claims fell by
500, to 214,750. Continuing
claims, which counts the

The NFP number easily topped
the consensus forecast of
75,000 new jobs. Jobs in leisure
and hospitality gained the most,
followed by education and
health services. The number of
jobs in manufacturing
contracted the most, most
likely caused by the strike at
General Motors.

The unemployment rate ticked
up to 3.6% from 3.5%, but still
remains near its lowest level
since 1969 and several
demographic sub-groups hit
their all-time lowest
unemployment rate.

The number of home sales in
which a contract has been
signed, but not yet closed, rose
for a second straight month in
September, reported the
National Association of Realtors
(NAR).

The NAR stated its pending
home sales index climbed 1.5%,
helped by lower mortgage
rates. Economists had
expected just a 0.7% gain.

Compared to the same time
last year, sales were up by
3.9%. Economists use this
number to give an early
indication of actual home sales.

By region, pending home sales
in the Midwest and South
showed gains, while the
Northeast and West reported
declines. Lawrence Yun, Chief
Economist for the NAR stated
that while the Federal Reserve’s
two interest rate cuts this year
are helping the housing sector,
contract signings would be even
higher if more housing was
available.

The rate of increase in home
prices across the country



continued to slow in late
summer, according to the latest
report from S&P/Case-Shiller.

Their 20-city home price index
fell 0.2% in August after
seasonal adjustments. It was
the first decline since last
August.

Over the past year, the index
posted a 2% gain. That number
is far below the readings in the
5-6% range prevalent at this
time last year.

In the details, 17 of the 20 large
cities tracked by Case-Shiller
posted an increase in home
prices, with Phoenix now
leading the nation in annual

edged down slightly to 125.9 in
October from a revised 126.3 in
September. Economists had
forecast a reading of 128.0.
(FIGURE 2)

The index of consumer
confidence hit an 18-year high
exactly one year ago at 137.9.
It's been up and down since
then as the U.S. and China
appeared closer to a trade deal
and then down when talks fell

Franco, director of economic
indicators at the privately run
Conference Board stated,
“Confidence levels remain high
and there are no indications
that consumers will curtail their
holiday spending.”

The Federal Reserve cut
interest rates for a third
meeting in a row, but Chairman
Jerome Powell said in a post-
meeting press conference that

Consumer Confidence: 2000 - 2019
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Barclays wrote, “We have seen
some stabilization in the Case
Shiller index as well as a range
of housing activity indicators
including home sales and
housing starts.

As a result, the broader picture
suggests that the sector seems
on track to stabilize by year-
end.”

The confidence of American
consumers stabilized in October
as trade tensions between the
U.S. and China eased and stocks
surged.

The Conference Board reported
its Consumer Confidence Index
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FIGURE 2

CONSUMER CONFIDENCE

Source: Bespoke Investment Research, Conference Board

through.

In the report, Americans feel
pretty good about the economy
right now, but they’re not quite
as confident about the future.

The so-called present situation
index rose to 172.3 from 170.6,
but the index that looks at
expectations six months from
now declined to 94.9 from 96.8.

Nonetheless, overall the report
was taken as positive. Lynn

it would take “material” change
in outlook to justify a further
rate cut.

At its policy meeting this week,
Fed officials said they would
lower the federal-funds target
rate by a quarter percentage
point, to between 1.5% and
1.75%.

Justifying the move, the Fed
cited “the implications of global
developments for the economic



outlook as well as muted
inflation pressures.” In
essence, these rate cuts are
insurance against a recession.

Fed Chairman Jerome Powell
said policy would remain steady
as long as “incoming
information about the economy
was broadly consistent” with
the Fed’s forecast of moderate
economy growth, a strong labor
market and inflation near the
2% target.

“We believe monetary policy is
in a good place to achieve these
outcomes,” Powell said.

“We see the current stance of
policy as likely to remain
appropriate as long as incoming
information about the economy
remains broadly consistent with
our outlook.”

Technical Indicators

U.S. Equities
Bull-Bear Indicator

November 1, 2019
Status: Bull, Value: 58.84
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FIGURE 4

Long Term Market Directional Indicator

Separately, the Intermediate-
term Quarterly Trend Indicator
- based on domestic and
international stock trend status
at the start of each quarter —
was positive entering October,
indicating positive prospects for
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FIGURE 3

Short Term Market Directional Indicator

Short Term Trend: Our short
term trend indicator remains
positive. The indicator ended
the week at 27, up from the
prior week’s 22. (Figure 3).

equities in the fourth quarter of
2019.

Bull/Bear Market Status (aka
The Big Picture): The “big
picture” is the months-to-years

timeframe — the timeframe in
which Cyclical Bulls and Bears
operate. The U.S. Bull-Bear
Indicator is in Cyclical Bull
territory is at 58.84, up from
the prior week’s 56.33. (Figure
4)

The average ranking of
Defensive SHUT sectors was
unchanged from the prior
week, and the average ranking
of the Offensive DIME sectors
fell to 17.50 from the prior
weeks’ 16.50

Note: these are “ranks”, not
“scores”, so smaller numbers
are higher ranks and larger
numbers are lower ranks



e-Term Asset Class Rankings

Type Rank Week Ago Rank
3 1 1
283 2 2
3 3 3
1 4 5
3 5 5
1 6 7
3 7 4
1 8 8
3 9 11
1 10 10
3 11 9
Russell 3000 Index | 12 13
Developed Int1 Markets 2 13 14
Dow 30 1 14 12
SmaliCap Value 1 15 18
MidCap Blend 1 16 16
MidCap Value 1 17 17
MidCap Growth 1 18 15
Telecom 3 19 19
Healthcare 3 20 23
SmaliCap Blend 1 21 21
SmaliCap Growth 1 2 2
Emerging Markets 2 23 24
Basic Materials 283 24 20
CASH (1-3 mo T-Eills) 25 5
Energy 2% 2%
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Interesting Chart of The
Week

If a 70-year tendency holds true
this year, the balances of
Americans’ 401k’s and other
investment accounts should be
fatter around the New Year.

The Dow Jones Data Group
analyzed market returns going
back to 1950 and found that
when the Dow Jones Industrial
Average and the S&P 500 index
are up a sizable amount at the
end of October, as indeed they
were this year, positive returns
for the rest of the year are in
the cards.

The authors characterized the
gains as “remarkably stellar”.
Specifically, when the Dow is up
by at least 15% in the year to
date through the end of
October, the index has been 15-
0 for November and December,
tacking on an average
additional return of 5.55%.

The worst gain was +0.97%, the
best +14.84%, with most being
in the +4% to +6% range.

Since the Dow was up 15.9%
and the S&P 500 was up 21.2%
at the end of this October, the
year 2019 is qualified for
admission to the party. Of
course nothing is guaranteed,
but the odds sure are
attractive!

Start Date End Date % Chg End of Oct. to Dec.  Full year
12/31/1953 | 10/29/1954| 25.36 14.84% 43.96%
12/31/1957 | 10/31/1958| 24.68 7.44% 33.96%
12/31/1962 | 10/31/1963| 15.82 1.02% 17.00%
12/31/1974 | 10/31/1975| 35.67 1.96% 38.32%
12/31/1982 | 10/31/1983| 17.07 2.73% 20.27%
12/31/1985 |10/31/1986 | 21.41 0.97% 22.58%
12/30/1988 | 10/31/1989| 21.97 4.09% 26.96%
12/31/1990 | 10/31/1991| 16.53 3.25% 20.32%
12/30/1994 | 10/31/1995| 24.02 7.60% 33.45%
12/29/1995 | 10/31/1996| 17.83 6.95% 26.01%
12/31/1996 |10/31/1997| 15.41 6.26% 22.64%
12/31/1998 | 10/29/1999| 16.86 7.15% 25.22%
12/31/2002 | 10/31/2003 17.5 6.66% 25.32%
12/31/2012 |10/31/2013| 18.63 6.63% 26.50%
12/30/2016 | 10/31/2017 | 18.29 5.74% 25.08%
(Source: Dow Jones Data Group) Average 5.55% 27.17%




(sources: all index return data from Yahoo Finance; Reuters, Barron’s, Wall St Journal, Bloomberg.com,
ft.com, guggenheimpartners.com, ritholtz.com, markit.com, financialpost.com, Eurostat, Statistics
Canada, Yahoo! Finance, stocksandnews.com, marketwatch.com, wantchinatimes.com, BBC,
361capital.com, pensionpartners.com, cnbc.com, Financial Media Exchange, FactSet; W E Sherman &
Co, LLC)
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