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November 8, 2019
One Small Step for the U.S., One Giant Step for European Stock Markets
The U.S. stock market is at a new all-time high this week after reaching all-time highs
on a regular basis for the past six years. This is typical of a bull market. The rest of the
world is still, in aggregate, trading below its 2007 high. This is typical of a bear market.

The U.S. economy keeps stepping forward, especially in the past couple of weeks. The
latest step forward was a better than expected ISM Non-Manufacturing (Services) report
for October. The index was 54.7% versus expectations of 53.3% and a September
reading of 52.6%. It was a great combination of new orders and employment increasing
while the price component slowed. 80% of the U.S. economy is tied to services rather

than manufacturing and the better-than-expected report helps explain recent U.S. stock
market strength.
What has been missing during the past ten years (with the exception of 2017) was
similar appreciation in foreign markets. Recently, international markets have started to
show signs of life. The chart below shows the U.S. as a leading market 2019 YTD but a
lagging market in the past several months.

Europe is showing strength. Germany, Italy and France have been in the top five best
performing stock markets for the past three months. If we isolate just European stock
markets using the STOXX 600 index, Europe may finally be setting up for a sustained
upside breakout.

After 12 years of failing to trade significantly higher than the 2007 peak, an upside
breakout in European stock markets may represent a major step forward. It appears
that the European Central Bank’s zero/negative interest rates and €20 billion worth of
monthly bond buying (QE) is having effect. It suggests the possibility of recession
globally is becoming more remote. It suggests that the U.S. stock market may see
renewed vigor in its step as the global economy is more integrated than ever.

Give Us a Call Today
We have unique and sophisticated investment methods that seek to capture the stock
market’s gains while minimizing drawdowns in bear markets. If you would like to learn
more about how we manage money, we invite you to give us a call at (415) 249-6337,
visit www.deltaim.com or email us at info@deltaim.com.
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