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May 18, 2018
This Aging Bull Is Still Attractive
The stock bull market is entering its Golden Years. Since March 2009, the stock market
climbed out of its hole and has been making new highs since 2013. The market
continues to be bullish, but tailwinds are turning into headwinds.
When the bull was younger, interest rates were reduced to historical lows. Oil prices
declined by roughly 73% from July 2014 through February 2016. This was a stimulus
for consumer spending. From 2010 through 2014, the U.S. dollar was relatively low
spurring international trade. Corporate profits more than doubled from the end of 2009
through 2017.

Over the past two years, the 10-year treasury rate has increased by over 130%. Given
the Fed’s announced rate hike intentions, it would not be a surprise to see the 10-year
treasury rise from about 3% currently to 4% over the next year. With rates rising, the
dollar is gaining strength making U.S. exports less price competitive. In the past year,
crude oil prices increased from about $43 per barrel to $71 per barrel. National average

regular gasoline prices are up $2.35 per gallon to about $2.90 per gallon which serves
as a drag on discretionary spending. Corporate profit growth in 2018 is expected to be
up by about 25% but then decelerate in 2019.
As the bull ages, it may begin to move slower. But age and a more measured pace do
not make this bull unattractive. This bull still offers an earnings yield of over 6% versus
a medium investment grade rated (Baa) corporate bond yield of 4.7%. When the stock
earnings yield is greater than the bond yield, it historically has marked a buying
opportunity in front of another extended advance.

The current strength of the stock market stems from an expanding economy, rising
earnings, a robust corporate debt market and stock buybacks. In time, the expansion
will end. If there were ever a time to have a disciplined, rules-based non-emotional exit
strategy in place, it is now. Over the next ten years, having the ability to ride the old
bull, exit when necessary and return at a great price point presents an exciting wealth
building opportunity.
Give Us a Call Today
We invite you to give us a call at (415) 249-6337, visit www.deltaim.com or email
us at info@deltaim.com if you have questions about how we can assist you in
managing your investment accounts.
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