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July 2019:  The Comeback 
 
Two Quarters of back to back gains after a relatively lackluster 2018. The S&P 500 index of large 
US stocks is up by 19.5%.  Well, it’s about time!  
 

Now, let’s take a closer look at that performance (year to date through July 8) through the lens of the 
broad US stock market’s economic sectors. 
 
 

Information Technology +29.2%                                                                

Consumer Discretionary +23.4% 

Real Estate +22.1% 

Communication Services +21.1% 

Industrials +21.0% 

Financials +17.7% 

 

Consumer Staples +17.5% 

Materials +17.2% 

Utilities +14.8% 

Energy +10.0% 

Healthcare +9.2% 

 

                                                            Source: Y Charts.com 

 

Think of it. This kind of performance after just six months. That’s almost 60% annualized if info 
tech’s run continues over the next six! 
 
It is fun to dream a bit. Now, back to reality… 
  
The facts of the matter are these: 

 

 - Runs like this don’t last. 
 

 - Low borrowing rates stimulating business growth, investment money fleeing Europe  
   for the US, and the Trump tax surprise are all old news by now. And that news is already 
   reflected in stock prices. 
 

 - Industries are announcing more modest plans for expansion if any. 
 

 - Company profits are cooling. 
 

 - Consumer buying, the fuel behind stock price gains for housing, autos, technology,  
   and healthcare etc. can’t continue at the torrid pace needed to support the market  
   performance illustrated above.  
 

 - Down markets occur almost as often as up markets.*  
 

 - No one seems to have a sound explanation of how and why this bull market has lasted  
              this long.  
 

* Fortunately, it’s the slight advantage of the number of up market periods versus down periods that has  
  fueled the long-term upward trend of the stock market, at least here in the US. 
 
Recall that a diversified portfolio of stocks, bonds, and cash won’t earn you the headlined stellar 
performance of an index like the S&P or a blazing sector like technology. Investment expenses, 
taxes, inflation and diversification itself—for a wise reason—all get in the way of bragging rights. 
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So, it’s prudent to expect a pullback in stock market performance before year end. Measure your 
portfolio performance over a period of at least five years, not over a short term run of a few months. 
Your portfolio holds bonds and cash along with stock market exposure.  Bonds and cash don’t normally 
experience the price volatility of the stock market, offering stability and liquidity in exchange for lower 
returns. 
 
If your portfolio construction is in synch with your financial plans, there will be less to worry about as 
the markets rise and fall.  
 
If you are close to or in retirement, evaluate your nest egg’s ability to sustain your income needs during 
the inevitable pullbacks. 
 
If you are years away from retirement, look forward to contributing more to your nest-egg and buying 
shares at depressed prices.  That means buying at bargain rates! 
 
Retired or not, if no significant demands on the portfolio are expected to be made for at least seven years 
or so, you should explore the opportunity to purchase shares at depressed prices during market down 
drafts. 
 

 
For all of us, here is to a safe and sunny summer—and a stock market that may stumble and 
retreat but that won’t fizzle out. 
 

 

Fred R. Fadel, CFP® 

Information herein has been obtained from sources believed to be reliable, but its accuracy and completeness, and the opinions based 
thereon, are not guaranteed. No responsibility is assumed for errors and omissions or for updating information after transmission.  It 
should not be viewed as a solicitation or offer of services.  Willink Asset Management, LLC is not responsible for content on sites accessed 
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