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April 26, 2019
A New High
The S&P 500 set an all-time closing high on Tuesday. This was the first new closing
high for the S&P 500 since September 20, 2018. Below is a chart of S&P 500
drawdowns since 2000. The most recent drawdown is circled in orange.

For a 20% drawdown, the most recent experience was fairly typical. Since 1950,
drawdowns of 10-20% have an average of 96 days of decline and 72 days of recovery.
The chart below shows a history of drawdowns from 1950 forward categorized by size,
e.g., 5-10%, 10-20%, etc.

The first chart graphically depicts how difficult the investment environment has been for
most of the 21st Century. During the first 13 years, we experienced two declines of
roughly 50% which took years to recover from. The S&P 500 index was 1,500 in 2000
and 1,500 in 2013. Since 2013, the stock market has been much more investor friendly.
From 1,500 in 2013 we are now approaching 3,000 and the worst drawdown was what
we just experienced at the end of 2018 at -20%.
Market “super-cycles” are multi-year bullish and bearish periods. From 2000 through
2013, we experienced a bearish super-cycle. The appreciation from 2009 to 2013 is
considered recovery. Since 2013, we have been in a multi-year bullish period.

The pattern of bull/bear super-cycles has been in place for the past 120 years. Nothing
about the past 19 years suggests that the market is different this time.
Investors may arrive at two conclusions about the market today: 1) we are currently in a
multi-year bullish period (the S&P 500 average annual return for the past five years has
been 11.6% with standard deviation – volatility - of 11.2%) and 2) at some point we
should expect the bullish cycle to transition to a bearish cycle entailing higher volatility
and much lower expected returns.
Delta manages money for individuals and institutions with the objective of participating
in the bullish cycles and avoiding major downside during bearish cycles. Our portfolio
managers use a variety of techniques and investment vehicles (stocks, institutional
share-class mutual-funds and low cost ETFs) to accomplish this mission.
Historical note: In 2000, the largest company in the stock market was Microsoft
(MSFT). Once again in 2019, the largest company in the stock market is Microsoft – the
only company of the top 10 largest companies in 2000.

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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