Stock Market Observations

by: Doug Ramsey, CFA, CMT

Charts through July; they do not include August-to-date results.
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*Equal-weighted composite of Consumer Discretionary, Industrials &
Materials sectors.

“Expected returns” present a long-term problem for the bulls. Conversely, price charts present a short-term problem
for the bears. One barely needs to glance at the accompanying charts to recognize a bull market that’s almost fully
“in gear,” with traditional bellwethers still joining the blue-chips in their near-daily ascent to new highs.

While the market’s broad new highs are bullish from an intermediate-term point of view (3-6 months), they don’t
rule out a near-term correction. In fact, our work suggests that the exceptionally high level of internal market
“agreement” observed recently is a minor negative in the very short term—supporting the decision to pull in our
horns.
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