
December  2018 

Stocks never stay the same! 
     Changes in stock prices happen in a millisecond. We have machines to keep 
up with this constant change, since it’s much faster than our brains can keep up 
with. Over longer periods companies come and go and what they are worth 
changes. It is a tough world out there doing business, and many political, tech-
nological, and natural dynamics constantly pull and push on supply and de-
mand.  Business plans constantly change to keep ahead of what management 
perceives as the best way forward to keep the company thriving. Management 
is not always right. CEO’s that make bold decisions to change course often 
make things worse than before change. Make no mistake, large companies are hard to get turned around.  
     Looking at who’s been the largest companies by market cap over the last 20 or so years is a case in point. Apple 
has been there for 6 years and has been challenged by Microsoft recently. Exxon was there for 6 years, General 
Electric for 5 years, Microsoft for 2 years. Going back to 1925 AT&T held the title for 59 years. IBM was top of the 
heap for 21years. Another gauge is who has held 4% of the S&P 500. Since 1990 Microsoft 12 months, General 
Electric 15 months, Cisco 1 month, Exxon 12 months, Apple 10 months. There have been larger companies: AT&T 
was 5.5% of the S&P in 1981 before the breakup.  
     All of these companies have managed to stay relevant accept GE. GE has been an unmitigated disaster. It was 
once number 1 for 9 years and now has slipped to number 82 in market cap. Not only has management made the 
wrong market predictions, but their product mix change has been wrong more than once. GE is an example of how 
owning one stock and holding on no matter what makes no sense.  
     Apple and Microsoft are rare examples of holding the top spot in market cap and then losing it and regaining it 
much later. Rarely do companies come back that far. Microsoft is now once again vying for the top market cap 
stock in the S&P 500. Their CEO, Satya Nadella, has done a remarkable job and mostly under the radar. 
     Changes will keep on happening and CEO’s who make bad decisions will be vilified and CEO’s that get things 
right will be the heroes.  
     Revenue coming in for 3rd quarter 2018 plus 28.3% is the best on record since 2000. Of all the head winds that 
seem to be in the way of further stock advances, the Fed’s continued tightening is the biggest by far. Forget China 
trade and oil pricing declines, the Fed’s tightening is really starting to affect the market. “Don’t fight the Fed” has 
always been the advice in a rising interest rate environment. Money market and CD’s no risk rates of over 2% while 
not earth shaking, still give some return at no risk and that’s competition for stocks, especially for the short term 
investor. Most pundits, at this point, are predicting that stocks will have a tough time getting double digit revenue 
gains for 2019. Naturally this could all change and, in my estimation, the Fed’s course on interest rates will have the 
most to say about stock market gains or losses next year. Many companies have used much of the money gained 
from tax changes to buy back stock. This, along with increased profits, will support stock long term going forward. 
Once the Fed reaches “Neutral” and suspends interest rate hikes, stock should do very well. I am not as bearish as 
many in the industry are right now.    

          Holidays! 
     We are headed into the holidays and hopefully we will all get to see 
some old friends and make some new ones. I hope you all have a great hol-
iday season. 
 
Thanks, 
Andy McClung CFP TM 
Market insider Patti Domm cnbc’s Tom Franck/ cfra The Outlook S&P corp. 

2018 Market Results 
S&P 500                      +3.2%  
NASDAQ Composite   +6.2% 
Dow Industrials            +3.3%  
Russell 2000                 -.01% 
Dow Global                  -4.8% 
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