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F I R S T- HAL F  R E T UR NS

S m a l l  S t o c k s  &  C y c l i c a l  G r o u p s  L e d  t h e  Wa y

2Source: CFRA, S&P DJ Indices. Past performance is no guarantee of future results. Data: 6/30/2018-6/30/2018.

Regions/Sizes/Sectors % Chg. Best S&P 1500 Sub-Ind. % Chg.

Consumer Discretionary 9.9 Internet & Direct Marketing Retail 48.0

Information Technology 9.9 Department Stores 31.9

S&P SmallCap 600 8.7 Application Software 27.5

Energy 6.0 Marine 26.1

S&P MidCap 400 2.7 Footwear 24.3

Health Care 2.5 Home Entertainment Software 23.6

S&P Composite 1500 2.0 Education Services 18.8

S&P 500 1.7 Health Care Facilities 17.2

S&P Equal Weight 500 0.8 Worst S&P 1500 Sub-Ind. % Chg.

Real Estate (0.3) Airlines (15.5)

Utilities (0.9) Homebuilding (15.6)

Global 1200 (1.1) Cable & Satellite (16.9)

Materials (3.5) Motorcycle Manufacturers (17.3)

Financials (4.2) Home Furnishings (17.7)

Industrials (4.9) Housewares & Specialties (19.6)

Consumer Staples (9.4) Tobacco (22.0)

Telecom. Services (10.4) Tires & Rubber (27.5)



S E C T OR  R E T UR NS  &  R I S I NG - R AT E S

Av e r a g e  M o n t h l y  To t a l  R e t u r n s  Du r i n g  M o n t h s  o f  

R i s i n g  10 - Year  Y i e l d s

3Source: CFRA, S&P DJ Indices. Past performance is no guarantee of future results. Data as of 1/30/1970-6/30/2018.
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T HE  WAL L OF  W OR RY

4Source: CFRA.

I NV E S T OR  F E AR S :

• Inflation is ready to explode

• Interest rates are preparing to go parabolic

• The economic expansion is getting overheated

• The brewing trade war will trigger a global recession

• This stock market correction will morph into a bear market



AN E X PE C T E D AC C E L E R AT I ON OF  V OL AT I L I T Y

Av er ag e  Da i l y  S & P 500  Pr i ce  Vo l a t i l i t y

5Source: CFRA, S&P DJ Indices. Past performance is no guarantee of future results. Data as of 4/30/46-6/30/2018.
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T HE  UNC E R TAI NT Y  I M PAC T

S & P 500  Pr i ce  C h an g e  M ay - Oc t  o f  M i d t e r m E l ec t i o n  

Year s

6Source: CFRA, S&P DJ Indices. Past performance is no guarantee of future results. Data as of 4/30/46-10/31/15.
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R E C E S S I ONS  &  BE AR  M AR K E T S

7Source: CFRA, NBER. Past performance is no guarantee of future results.

<- Recession

Bear ->
Market

Two  Ou t  o f  T h r ee  Bear  M ar ke t s  S i n ce  W W I I  Hav e  

Be e n  Ac c o m p a n i e d  b y  R e c e s s i o n



R E C E S S I ON I NDI C AT OR S

8Source: CFRA, Census Bureau, St. Louis Federal Reserve. Past performance is no guarantee of future results.

L o w R ead i n g s  Up  t o  T h r ee  M o n t h s  Pr i o r  t o  t h e  

R e c e s s i o n ' s  S t a r t

Yield Curve

Recession Housing Consumer (10 Year Bond-

Dates Starts Sentiment Two-Year Note)

4/60-2/61 (32) -- (0.3)

12/69-11/70 (25) -- (0.8)

11/73-3/75 (33) -- (1.4)

1/80-7/80 (27) (22) (1.2)

7/81-11/82 (18) 19 (1.4)

7/90-3/91 (18) (4) (0.0)

3/01-11/01 (10) (19) (0.1)

12/07-9/09 (37) (18) 0.2

Average (25) (9) (0.6)

Latest Data (4.2) 4.0 0.30

Year-Over-Year % Change in



BE AR  M AR K E T  I NDI C AT OR

9Source: CFRA, Census Bureau, St. Louis Federal Reserve. Past performance is no guarantee of future results.

No  Be a r  M a r k e t  S i n c e  1 9 6 0  E v e r  S t a r t e d  wi t h  t h e  Y / Y  

C PI  - F e d  F u n d s  Di f f e r e n t i a l  t h i s  H i g h .
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C F R A TAR G E T S

10Source: CFRA, S&P DJ Indices. Data as of 7/13/2018.

E co n o mi c ,  F u n d amen t a l ,  an d  Pr i ce  F o r ecas t s

INDICATOR 2018E 2019E

S&P 500 12-Month Target:

Global GDP Growth: 3.9% 4.0%

U.S Real GDP Growth (Q4vQ4): 3.1% 2.8%

Core CPI Y/Y (Dec./Dec.): 2.3% 2.5%

Fed Funds Rate: 1.85% 2.81%

10-Year Yield: 2.95% 3.40%

WTI Oil Prices: $67 $73

FRB Major $ Index: 88.6 89.7

S&P 500 Revenue Growth: 8% 4%

S&P 500 EPS Growth: 21% 10%

3000



BE NC HM AR K  E X PE C TAT I ONS

11Source: CFRA, S&P DJ Indices, Bloomberg. Past performance is no guarantee of future results. Data as of 7/13/2018.

C o mp ar a t i v e  E PS  G r o wt h  E xp ec t a t i o n s ,  P / E s  &  Y i e l d s

Global Market EPS % Chg. P/E EPS % Chg. P/E

S&P 500 21.2 17.5 10.1 11.9

S&P MidCap 400 23.9 18.5 13.5 17.9

S&P SmallCap 600 34.0 21.0 19.3 9.8

S&P Developed Ex-U.S. BMI 5.0 14.4 9.1 13.2

S&P Emerging BMI 11.9 12.7 13.4 11.2

2018E 2019E



DO S M AL L C APS  HAV E  F UR T HE R  T O R I S E ?

12Source: CFRA, S&P DJ Indices. Past performance is no guarantee of future results. Data as of 9/30/1995-7/13/2018.

P/ E s  o f  t h e  S & P S ma l l C ap 600  I n d ex  R e l a t i v e  t o  t h e  

S & P 500  a r e  Be l o w T h e i r  L o n g - Ter m  Av er ag e
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C F R A POR T F OL I OS :  I n d u s t r y  M o men t u m

Source: CFRA, Past performance is no guarantee of future results.
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C F R A POR T F OL I OS :  I n d u s t r y  M o men t u m 6 / 30 / 18

Source: CFRA, S&P DJ Indices..

SECTOR CURRENT PORTFOLIO TICKER STARS

Cons. Disc. Apparel, Accessories & Luxury Goods TPR 4

Department Stores M 4

General Merchandise Stores DG 4

Cons. Staples Distillers & Vintners STZ 5

Food Distributors SYY 3

Personal Products EL 4

Energy Oil & Gas Refining & Marketing VLO 4

Health Care Health Care Supplies COO 4

Managed Health Care AET 5

Industrials Aerospace & Defense LMT 5

Diversified Support Services CTAS 4

Trading Companies & Distributors URI 5

Trucking JBHT 4

Info. Tech. Application Software CTXS 4

Communications Equipment CSCO 4

Data Processing & Outsourced Services V 3

Electronic Equipment & Instruments FLIR 3

Internet & Direct Marketing Retail AMZN 4

Materials Commodity Chemicals LYB 5

Copper FCX 5

Real Estate Real Estate Services CGB 3

Utilities Independent Power Producers & Energy Traders AES 4



BE S T  &  W OR S T  S I X  M ONT HS

15Source: CFRA, S&P DJ Indices, Bloomberg. Past performance is no guarantee of future results. Data: 4/30/46-6/30/2018.

“ S e l l  i n  M a y ”  v s  “ T h e  C y c l i c a l  S i x ”

Price Freq. of

Period Change Advance

Jan.-Jun. 4.0% 68%

Feb.-Jul. 3.9% 71%

Mar.-Aug. 3.9% 69%

Apr.-Sep. 2.1% 63%

May-Oct. 1.4% 64%

Jun.-Nov. 2.5% 65%

Jul.-Dec. 4.3% 69%

Aug.-Jan. 4.2% 68%

Sep.-Feb. 4.4% 67%

Oct.-Mar. 6.4% 69%

Nov.-Apr. 6.6% 76%

Dec.-May 5.6% 72%

Averages 4.1% 69%

Average



W HY ? :  ANE C DOTA L R E AS ONI NG

16Source: CFRA.

I t ’s  a  M a t t e r  o f  C ap i t a l  I n f l o ws  an d  M ar ke t  M o v emen t s

November Through April

• The weak Q3 return sets the market up nicely.

• Above average Q4 & Q1 EPS beats for the 

cyclical sectors.

• “Santa Claus” rally reflects investors’ seasonal 

optimism.

• Q1 sees strong payroll and money flows

– Bonuses are paid early in the year

– 401(k)s typically get maxed out early

– IRAs need to be funded by mid-April

– Overpaid tax returns tend to get filed early

•

May Through October

• Investors focus more on their tans than their 

portfolios.

• Q3 and September are the most challenging of 

the year.

• Investors more forgiving of early, but not late, of 

EPS misses

• October is known as a “capitulation” month.

– 5 of last 10 bears ended in October

– The 2011 near-bear ended in October

• Above average EPS beats for defensive sectors.



BE S T  &  W OR S T  S I X  M ONT HS :

OT HE R  BE NC HM AR K S

17Source: CFRA, S&P DJ Indices. Past performance is no guarantee of future results. *Data: 12/31/1990-6/29/2018. ** Since 10/31/1994.

“ S e l l  i n  M ay ”  v s  “ T h e  C y c l i ca l  S i x”  S i n ce  1990

Price Freq. of Price Freq. of Price Freq. of

Period Change Advance Change Advance Change Advance

Jan.-Jun. 5.3% 72% 5.7% 83% 3.2% 70%

Feb.-Jul. 5.7% 72% 6.6% 74% 4.9% 78%

Mar.-Aug. 4.6% 61% 5.7% 65% 3.3% 61%

Apr.-Sep. 2.3% 68% 4.3% 61% 1.7% 57%

May-Oct. 1.0% 71% 2.6% 65% 0.7% 70%

Jun.-Nov. 1.4% 61% 3.4% 64% 2.3% 74%

Jul.-Dec. 4.5% 68% 5.3% 68% 3.9% 64%

Aug.-Jan. 4.7% 75% 4.9% 77% 2.5% 64%

Sep.-Feb. 6.5% 79% 6.6% 77% 4.6% 73%

Oct.-Mar. 8.7% 86% 8.4% 77% 6.2% 86%

Nov.-Apr. 9.5% 89% 9.2% 91% 6.5% 82%

Dec.-May 8.7% 96% 7.6% 86% 4.8% 73%

Averages 5.3% 75% 5.9% 74% 3.8% 71%

S&P SmallCap 600* S&P Global 1200*S&P E.W. 500



18Source: CFRA, S&P DJ Indices. Data since 4/30/98-7/13/2018. *Since 4/30/1995.

Def en s i v e  S ec t o r s  M ay - Oc t o b er ;  C y c l i ca l  S ec t o r s  

No v e m b e r - Ap r i l

DON’ T  R E T R E AT,  R OTAT E !

R E T UR NS  S I NC E  I NC E PT I ON

http://www.customindices.spindices.com/custom-index-calculations/cfra/all

CAGR Beat Standard

Indices (Price) Benchmark? Deviation YTD

S&P 500 7.9 NA 15.4 4.80

Seasonal Rotation Large Cap. 13.5 69% 15.2 4.54

S&P EW 500 9.5 NA 16.2 3.06

Seasonal Rotation Equal Weight 15.7 76% 15.6 3.24

S&P SmallCap 600* 10.6 NA 14.7 12.79

Seasonal Rotation SmallCap* 14.2 67% 14.8 14.92

S&P Global 1200* 5.9 NA 15.7 1.31

Seasonal Rotation Global* 11.5 67% 14.8 4.58

http://www.customindices.spindices.com/custom-index-calculations/cfra/all


S E AS ONA L R OTAT I ON S T R AT E G Y

PacerET Fs.com

19Source: CFRA, PacerETFs.com.



T HE  POS T- E L E C T I ON POP

S & P 5 0 0  Pr i c e  R e t u r n s  F o l l o wi n g  M i d - Te r m  E l e c t i o n s

20Source: CFRA, S&P DJ Indices. Past performance is no guarantee of future results. Data as of 10/31/1946-10/31/2015.
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C L I M BI NG  T HE  WAL L OF  W OR RY

21Source: CFRA.

C F R A E X PE C TAT I ONS :

• Inflation should peak in August and moderate in coming quarters

• The Fed will raise rates two more times in 2018 and 3X in 2019.

• The economic expansion is not getting overheated

• The trade sanctions will not likely morph into a full-blown war

• Small caps & the Nasdaq hint at a new high for the S&P 500
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