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A few years back, we decided to head south from Raleigh and celebrate Thanksgiving in 

Charleston, SC.  It was a good choice.  Unfortunately, we drove down on the Wednesday before 

Thanksgiving.  That, it turns out, was a horrible choice.  I-95 south looked like the entire Eastern 

Seaboard all decided to hit the road at the same time.  The trip took forever but we learned from our 

mistake.  The next year, we left on Thanksgiving morning and the roads were eerily empty, almost like 

a scene from a zombie future where no humans are left.  It was the easiest drive I ever made. 

Above is my analogy to what happened to the markets in May and early June.  Investors got 

rattled and apparently headed for the exits all at once.  During the last two weeks in May, investors 

removed $34 billion from stocks. (Lipper)  It appears that some investors haven’t learned from their 

mistakes.  Since 2010, we’ve had six occasions where investor outflows were similar.  In all six 

occasions, the market rallied more than 4% following the outflows.  (Urban Carmel) 

This year’s rally didn’t disappoint as stocks launched 10% off the May lows. The economy has 

strengthened throughout 2019, but investors still pulled a cumulative $73 billion from stocks.  

Additionally, they poured a record $450 billion into bonds.  It’s an interesting choice with bond yields 

near multi-year lows.   What’s the moral of the story?  When you exit the market with the masses, you 

could run into a traffic jam.  For a potentially easier ride, plan ahead and make your changes when 

you want to and not when you feel like you have to. 

July marks the 25th anniversary of one of my all-time favorite movies: Forrest Gump.  I love the 

voiceover when Forrest is cutting grass.  He tells us that his investment in a “fruit” company allowed 

him to retire.  Of course, that fruit company was Apple Computer.  What would Forrest’s hypothetical 

investment be worth now?  Apple went public in December, 1980.  Let’s assume Forrest invested 

$100,000 which would net him a 3% stake in Apple.  Today, his 3% “stake” would be worth $28 billion 

The Columns 

CAPITAL INVESTMENT COUNSEL 



and Forrest would slot into the Forbes richest list at #31, right behind Francois Pinault of Gucci. 

(Darren Rovell) 

What does the rest of 2019 hold for the markets?  Since last November, I’ve used this as my go 

to stat each time the markets sold off.  Since 1946, the markets are higher one year after a midterm 

election 100% of the time.  The market is 18 for 18 with an average rise of 14%.  If history holds true, 

the target for the S&P 500 would be roughly 3100.  Given that the S&P currently sits at 3002, that 

doesn’t seem like a bold prediction, but the market traded at only 2732 in early June.  August and 

September are right around the corner and both months are infamous for sometimes providing a jolt 

of volatility.   

Next time the market swoons, think about this.  Individual investors don’t appear to like or 

trust our current market.  I believe that mistrust is a positive.  It kept a lid on euphoria and allowed the 

market to slowly climb a wall of worry.  In early July, the AAII survey showed that bears had 

outnumbered bulls for seven weeks in a row.  That was the longest negative stretch since November, 

2016.  When individuals are that bearish, it can allow the market room to run higher, and that’s exactly 

what happened. 

Individuals finally became bullish again three weeks ago.  This occurred right as the market was 

hitting new highs.   I’m not sure why there’s a disconnect between individual investors and the 

economic reality.  Corporate earnings are growing at a healthy clip, employment is near 50-year highs, 

and new home sales reached a six-month record to start the year.   

My wish list for the next five months includes two items.  First, I’d like to see continued 

progress in the trade war.  Second, I’d like for interest rates to “behave themselves”.  Rates don’t need 

to stay near the low-water mark, but I don’t want to see them surge dramatically higher.  Yes, we 

could see volatility in August and September, but if my wishes come true, I think markets could 

continue higher through December and take out that 3100 target on the S&P.   If you have any 

comments, feel free to contact me at heddins@capital-invest.com or call me at 919-656-0836. 
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