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September 7, 2018
50-Year Record Set!
Last week, the S&P 500 and NASDAQ reached new all-time highs. The S&P 500
advanced by about 3.2% in August and the NASDAQ appreciated 5.9%. These gains
followed gains in July of 3.7% and 2.2%, respectively. The strength can be attributed to
strong earnings and a red-hot Apple – and we are not talking about the heat at the U.S.
Open in New York. The largest company on the planet appreciated 20%+ from the end
of July to the beginning of September.
As market participants returned from the long weekend, stocks gave back some of
these gains. On a short-term basis, segments of the market were somewhat
overbought. Overbought markets are vulnerable to profit taking, especially when
headline news raises investor anxieties.
Twitter and Facebook testified before the Senate raising fears of increased government
regulation of mega-cap tech. Emerging markets returned to lows driven this week by a
worsening financial crisis in Argentina. According to the Financial Times, Franklin
Templeton funds lost $1.23 billion in the past two weeks on just three of its biggest
Argentine debt positions. On the trade front, Canada and the U.S. failed to reach an
agreement in the wake of their meeting on Wednesday and the U.S. is scheduled to
impose tariffs on another $200 billion worth of Chinese imports this week.
What is not in the headline news is that initial weekly unemployment claims have fallen
to their lowest level since 1969. Rising and falling unemployment claims have been a
good early indicator of pending recession. The chart below shows initial claims trending
higher well in advance of all recessions since the early 1970s. The trend currently is
down.

In July of this year, Berkshire Hathaway’s board of directors eased restrictions on the
company buying back its stock. Since then, Warren Buffett has used his new authority
to buy back shares. It is no surprise that Buffett is a buyer with attractive valuations,
strong fundamentals and news/noise that helps create better valuations.
If you would like to buy stocks on weakness but are unsure of how you will protect your
portfolio going forward, give us a call to discuss how this can be achieved in a
disciplined, non-emotional manner.
Looking for help managing your investment portfolio?
Give us a call at (415) 249-6337 or email us at info@deltaim.com to set up a time
to talk if you have questions about how we can assist you in managing your investment
accounts. Our disciplined approach to invest in the strongest areas of the market and a
focus on capital preservation is how we help clients.
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