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The World According to Brian Cornell
Who is Brian Cornell? He was the chief marketing officer of Safeway. He has been the
CEO of Michaels, Sam’s Club and PepsiCo Americas Foods. He has been on the
board of directors of OfficeMax, The Home Depot, Polaris Industries and Yum! Brands.
He is the chairman of the Retail Industry Leaders Association Board. Brian Cornell
knows retail.
Brian is currently the CEO of Target, a job he has held since 2014. He says “This is the
best consumer environment I’ve seen in my career.” The company experienced
unprecedented growth in same-store sales and foot traffic in the second quarter.
“We’ve never seen traffic growth like this.”
With a very strong consumer environment and about a 4% unemployment rate, one
might expect inflation to be picking up. The 10-year US treasury remains subdued at
2.8%. The Federal Reserve’s five year forward inflation expectation shows no material
rise in forward inflation expectations.

Low inflation expectations suggest lower than expected interest rates. Lower interest
rates increase the possibility for stock market multiple expansion. This is bullish.
The S&P 500 index touched an all-time high of 2,873.23 intraday this week. On the
2019 consensus earnings projection of $178.65, the P/E of the S&P 500 remains at
about its 25-year average of 16.1x.
Updates on Two of Our Favorite Indicators: LEI and Yield Curve
The Leading Economic Index (LEI) for July was released last week. The percent
change month-over-month was +0.6%. This was the twenty-third consecutive positive
month-over-month change. This is by far the longest stretch of positive consecutive
readings during this 9-year bull market.
We like to use a rolling 6-month moving average of the month-over-month change in the
LEI as a recessionary warning signal. In the chart below, a recessionary warning signal
was activated in May 2006 well in advance of the 2007-2009 Great Recession. Today,
the 6-month LEI moving average is far from turning negative.

The separation between the 2-year US treasury rate and the 10-year rate is shrinking.
With the 2-year rate at about 2.6% and the 10-year at about 2.8%, the differential is
narrowed to ~0.2% from ~0.9% a year ago. A tight spread does not signal recession
and tightening often occurs in expansions. A negative/inverted spread has been a
reliable indicator in the past. As far as an inversion of the yield curve goes, we do not
currently have a recession warning.

Although the bull market has lasted for years, we are unaware of any disciplined, robust
quantitative indicator that says it is about to end this year. We continue to believe the
best course of action is to stay invested and to have a plan in place to reduce risk
assets ahead of the next major pullback.
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.

Delta Stock Market Dashboard

(Delta MSI is published in Barron’s)

______________________________________________________________________
Pursuant to the provisions of Rule 206(4)-1 of the Investment Advisors Act of 1940, we advise all readers to
recognize that they should not assume that recommendations made in the future will be profitable or will equal the
performance of past recommendations. This publication is not a solicitation to buy or offer to sell any of the securities
listed or reviewed herein. The contents of this letter have been compiled from original and published sources
believed to be reliable, but are not guaranteed as to accuracy or completeness. Nicholas Atkeson and Andrew
Houghton are also principals of Delta Investment Management, a registered investment advisor. Clients of Delta
Investment Management and individuals associated with Delta Wealth Adviser may have positions in and may from
time to time make purchases or sales of securities mentioned herein.
THIS NEWSLETTER IS PROTECTED BY COPYRIGHT LAW. UNAUTHORIZED DISTRIBUTION AND/OR
REPRODUCTION BY PHOTOCOPY OR ANY OTHER MEANS IS STRICTLY PROHIBITED AND PUNISHABLE BY
A FINE OF UP TO $25,000.

