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LOWRY’S 10/12/18 
Corrections are a normal part of every 
bull market.  And, in a market that has 
suffered nothing more than a single 3% 
pullback over the past six months, a 5%+ 
drop might seem to be the initial phase 
of a more significant decline.  While 
preliminary signs of weakness among 
small caps suggest an aging primary 
uptrend, there is as yet very little evidence 
to support contentions the recent market 
highs represent a major market top.  Thus, 
the current pullback appears to offer 
an opportunity to upgrade portfolios 
by culling the weakest stocks and to 
reposition the resulting funds into stocks 
that continue to outperform.

U.S. MARKETS 
Stocks fell sharply this week with the large 
cap S&P 500 index losing more than 5% on 
Wednesday and Thursday combined, the 
largest two-day drop since early February.  
Stocks managed a bounce on Friday with 
the S&P 500 ending the week down -4.1%.  
The Dow Jones Industrial Average gave up 
more than 1100 points to close at 25,339, 
down -4.2%.  Smaller cap stocks continued 
to get the short end of the stick.  The 
S&P 400 mid cap index retreated -4.9%, 
while the small cap Russell 2000 finished     
down -5.2%.  

INTERNATIONAL 
MARKETS
Canada’s TSX finished down for a third 
week by giving up -3.3%, while across 
the Atlantic the United Kingdom’s 
FTSE fell a steeper -4.4%.  On Europe’s 
mainland, major markets were also all 
down.  France’s CAC 40 and Germany’s 
DAX each retreated -4.9%, while Italy’s 
Milan FTSE ended down -5.4%.  In Asia, 
China’s Shanghai Composite plunged 
-7.6% while Japan’s Nikkei ended down 
-4.6%.  As grouped by Morgan Stanley 
Capital International, developed markets 
fell -3.9% while emerging markets lost 
-1.4%, helped in no small part by a big 
pop in Brazil where the conservative 
presidential candidate won the first round 
of presidential voting.

U.S. ECONOMIC 
NEWS  

The number of people seeking new 
unemployment benefits climbed 7,000 
to 214,000 last week—a modest increase 
but remaining near historically low levels.  
Economists had predicted a reading 
of 205,000.  The less-volatile monthly 
average of new claims increased by 
2,500 to 209,500.  The low number of 

layoffs continues to reflect the tightest 
labor market in half a century.  Job 
openings remain at a record high and 
unemployment is near a 48-year low of 
3.7%.  The number of people already 
receiving unemployment benefits, known 
as “continuing claims”, edged up 4,000 to 
1.66 million.  That number is also near a 
45-year low.  

Sentiment among the nation’s small 
business owners pulled back from its 
45-year high last month according to 
the National Federation of Independent 
Business (NFIB).  The NFIB’s small business 
optimism index fell 0.9 point in September 
to a seasonally-adjusted level of 107.9.  In 
the report, six of the index components 
declined, three gained, and one remained 
unchanged.  Still, NFIB President Juanita 
Duggan noted “This is the longest streak 
of small business optimism in history, 
evidence that tax cuts and regulatory 
rollbacks are paying off for the economy as 
a whole.  Our members say that business 
is booming and prospects continue to  
look bright.”

Prices at the wholesale level rebounded 
0.2% in September, matching consensus 
expectations for the Producer Price Index 
(PPI).  Ex food and energy, the PPI also 
rose 0.2%.  In the details, the services 
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The Braeburn Observations is our means of sharing with clients and interested parties what it is we are 
reading in our research.  These are research items, news and statistics that are being considered as we make 
investment decisions for our clients.  Items noted do not necessarily drive an investment decision in and of 
itself.   We are trying to make the best decisions we can given all that we are looking at.    We also highlight 
key financial metrics that will provide a “point in time” glimpse of how the financial markets are behaving.  
Again, it is often the trend in these metrics and/or anticipated movements that drives our decision making 
in our clients’ portfolios.  All observations are taken at a point in time and should not be used to infer our 
opinion or to rely upon as a matter of fact that we are currently acting upon. 
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About Our Research Sources
Barron’s – Since 1921 Barron’s has provided investment analysis and insight in 
its weekly publication and, in recent times, it’s continuously updated web site.  
Barron’s provides a wide range of perceptives, expert analysis and interviews with 
financial and investment professionals.  

Investor’s Business Daily (IBD) – A daily newspaper designed for the individual 
investor.  All of its products and features are based upon the CAN SLIM Investing 
System developed by its founder William J. O’Neil.  This system identifies the seven 
common characteristics what winning stocks display.  For more on this see his book 
“How to Make Money in Stocks.”

Lowry’s – Based out of Miami, Florida, Lowry’s is the oldest continuously published 
Technical Investment Advisory service in the US.  Their work, which gives insight 
into the underlying supply and demand dynamics of the market, is based upon 
a daily examination of all stocks on the New York Stock Exchange and Nasdaq 
Stock Market.  Lowry’s has pioneered work in the statistical analysis of upside 
and downside volume statistics including their exclusive measure of buying and     
selling pressure.

Mauldin Economics - Best selling author, analyst and financial writer, John 
Mauldin, taps into his network either directly or through the reams of high-level 
research he's privy to on a regular basis, to assist in identifying the smartest 
investments for today's markets; then carefully screened and evaluated by a team 
of ace analysts.  

Stock Trader’s Almanac – A unique annual publication created by Yale Hirsch 
in 1967.  The almanac is a treasure trove of insightful research originating such 
important phenomena as the “January Barometer,” the “Santa Claus Rally,” and 
“Sell in May and Go Away.”  It includes data backing, historically proven, cyclical 
and seasonal tendencies.  

The Fat Pitch - an acclaimed blog  that the Business Insider ranks on their annual 
list of the Top Finance People to Follow.  The blog is written by Urban Carmel who 
has had a long career in financial markets.  This blog discusses trends he sees and 
the business of managing money. 

The Sherman Sheet  - published by W. E. Sherman and Co., of St. Louis MO.  Bill 
Sherman is a long-time prefessional money manager who developed an in-depth 
expertise in computerized analysys and statistical measurements over the years, 
and is a recognized expert in several areas of the investment universe. 

Value Line – Founded in 1931, Value Line is an unbiased research firm providing 
intuitive investment research on companies, industries, markets and economies.  
Value line provides astute  fundamental research, trending information and 
historical data that allows for shrewd decision making.  

Zacks – Founded in 1978 by Len Zacks, PhD. MIT, Zacks is an investment research 
firm pioneering work in the area of corporate earnings estimate revisions and 
stock performance.  Zacks believes, and Braeburn agrees, that Earnings Estimate 
Revisions are the most powerful force impacting stock prices.  
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sector PPI advanced 0.3%, led by a 1.8% 
jump in transportation and warehousing 
prices, while the goods sector PPI slipped 
0.1% - its first decline since May of 2017.  
Year-over-year, final demand PPI eased 
0.1% to 2.7%, while core PPI edged up to 
2.5% indicating there was little change 
in inflation at the producer level.  The 
Federal Reserve is sticking to its forecast 
that overall inflation will remain around 
its target 2%, allowing it to carry on its 
current strategy of gradually raising U.S. 
interest rates.  Economists at Oxford 
Economics wrote, “This latest inflation 
data corroborates our view that the Fed 
is likely to move ahead with another rate 
hike in December, bringing this year’s 
total to four.”

Consumer prices ticked up in September, 

according to the latest data from the 
Bureau of Labor Statistics.  The Bureau 
of Labor Statistics’ Consumer Price Index 
(CPI) edged up 0.1% last month, the 
smallest gain in six months.  On a year 
over year basis, the CPI eased to 2.3% 
from 2.7% the prior month—its slowest 
rise since February.  Core CPI, which 
removes the volatile food and energy 
categories, also rose 0.1%.  Year over 
year core CPI held steady at 2.2%.  So far, 
global tariffs have not created an inflation 
issue just yet, as the strength of the U.S. 
dollar has offset some of the price impact.  
About half of the increase in the CPI last 
month was attributed to higher rents and 
the rising cost of home ownership.  

Sentiment among the nation’s consumers 
slipped but still remained near a 15-year 

high, according to the latest University 
of Michigan survey.  The survey of 
500 consumers’ outlook on economic 
prospects fell just short of expectations 
hitting a level of 99 in its preliminary 
reading, below the 100.4 expected.  
Richard Curtin, chief economist for the 
survey stated, “Consumer sentiment 
slipped in early October, although it 
remained at quite favorable levels and 
just above the average reading during 
2018.”  Notably, the survey revealed 
growing bipartisan support for the 
government’s economic policies.  Curtin 
noted, “Most of the October gain was due 
to an upward adjustment by Democrats, 
although their evaluations were still 
well below the much more favorable 
evaluations of Republicans."
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