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LOWRY’S 7/20/18 
While the primary trend of the market 
remains healthy, and should continue 
so for many more months, stock market 
history shows that all bull markets include 
periods of short term corrections from 
time to time.  Currently, our short term 
trend measurements suggests that the 
rally could be somewhat extended and 
vulnerable to another period of short 
term weakness in the weeks ahead.  For 
example, since July 9th, the % of Lowry's 
stocks above their 10-day moving averages 
has weakened from 86.29% to just 52.8%, 
showing that the rally is becoming more 
selective.  However, short term corrections 
should be viewed as buying opportunities.

U.S. MARKETS 
Stocks finished the week roughly flat as 
second quarter earnings reports continued 
to come in amid a backdrop of global 
trade headlines.  The Dow Jones Industrial 
Average rose 39 points to close at 25,058, 
a gain of 0.15%.  The technology-heavy 
NASDAQ Composite gave up just 6 points 
to end the week at 7,820.  Small caps were 
the best performers of the week with the 
Russell 2000 index adding 0.6%, while the 
large cap S&P 500 and mid cap S&P 400 
rose just 0.02% and 0.1% respectively.   

INTERNATIONAL 
MARKETS
Canada’s TSX retraced most of last week’s 
gain by falling -0.76%.  Europe’s markets 

were mixed.  The United Kingdom’s FTSE 
rose for a second week, finishing up 0.2%, 
France’s CAC 40 fell -0.6%, Italy’s Milan 
FTSE retreated  0.5%, and Germany’s DAX 
added 0.2%.  In Asia, China’s Shanghai 
Composite retreated a slight -0.1%, while 
Japan’s Nikkei had a second week of 
gains by finishing up 0.4%.  As grouped 
by Morgan Stanley Capital International, 
developed markets added 0.4% last week, 
while emerging markets rose 0.3%.

U.S. ECONOMIC 
NEWS  

New claims for unemployment benefits 
sank to a 48-year low as a record number 
of job openings and continued labor 
shortages kept layoffs in check.  The Labor 
Department reported initial jobless claims 
fell last week by 8,000 to 207,000—its 
lowest level since the end of 1969.  
Economists had forecast a reading of 
224,000.  The less volatile monthly average 
of new claims slipped by 2,750 to 220,500.  
Continuing claims, the number of people 
already receiving unemployment benefits, 
remained near a multi-decade low rising 
by just 8,000 to 1.75 million.  Some 
analysts are beginning to express their 
belief that the country has reached “peak 
employment”.  Thomas Simons, senior 
economist at Jeffries LLC noted, “Given 
the size of the labor force and the typical 
pace of employment churning, it is hard to 
imagine that claims could go much lower.”

The number of new homes under 

construction fell to a 9-month low as 
builders broke ground on fewer homes in 
June.  Housing starts fell to a seasonally-
adjusted annual rate of 1.173 million 
in June, according to the Commerce 
Department.  The reading fell short 
of expectations of 1.303 million.  The 
reading characterized the volatile stop-
start rhythm that has characterized the 
uneven housing recovery.  June’s pace 
of starts was 12.3% lower than May’s 
downwardly-revised reading and 3% lower 
than the same time last year.  Analysts 
caution that the government’s data on 
residential construction is based on small 
sample sizes and is often heavily revised.  
Year-to-date, starts are 7.8% higher than 
the same period last year, while permits 
are 5.7% higher.  In general, analysts 
aren’t concerned about housing just 
yet.  Stephen Stanley, chief economist for 
Amherst Pierpont Securities stated in a 
note, “If starts fail to rebound in July, I will 
begin to worry, but for now, I would tend 
to view the June downside surprise as 
more noise than signal.”

Confidence among the nation’s home 
builders remained high as continued buyer 
demand offset concerns over a global 
trade war.  That National Association of 
Home Builders (NAHB) reported its builder 
sentiment index remained unchanged at 
74, matching economists’ forecasts.  The 
number remained at a level the industry 
group called “healthy”.  In the details, 
the index’s components were mixed.  
The gauge of views on the current state 
of sales remained unchanged at 74, but 
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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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views of future sales fell 2 points to 73.  
The sub-index that tracks buyer traffic 
rose two points to 52—its highest reading 
since February.  While all the economic 
fundamentals are in place for a strong 
housing market (buyer demand, a solid 
jobs market, and reasonable interest rates), 
a looming global trade war is beginning to 
impact home prices.  The NAHB estimated 
new tariffs may already be adding nearly 
$9,000 to the average cost of each new 
single-family home.

U.S. retail sales rose solidly in June 
following a huge gain in May, underscoring 
the strength in the U.S. economy as 
spring turned to summer.  The Commerce 
Department reported retail sales increased 
0.5% in June.  In addition, May’s reading 
was revised up to a 1.3% gain--a big 
improvement over the 0.8% originally 
reported.  Retail sales have increased 
6.6% over the past year, slightly above 
the long-term average since 1980.  A wide 
variety of retail sectors saw an increase in 
sales.  Health and personal care store sales 
jumped 2.2%, restaurants posted a 1.5% 
increase, and internet sales rose 1.3%.  
Auto dealers reported a 0.9% increase.  
Analysts note that the Trump tax cut, 
strong hiring, and falling unemployment 
have given Americans more confidence in 
the economy.  That’s led to a big rebound 
in the spring following a winter lull.

Industrial production rose in June on a 
rebound in manufacturing and further 
increases in mining output.  The Federal 
Reserve reported that industrial production 
increased 0.6% in June, more than 
reversing May’s -0.5% decline.  In the 
second quarter, industrial production 
increased at a 6% annualized rate, faster 
than the 2.4% logged in the January 
through March first quarter period.  A 7.8% 
surge in motor vehicle production led to 
an overall 0.8% bump in manufacturing 
output.  Mining production increased 1.2% 
on top of the 2.2% rise in May.  Mining 
output has now surpassed its previous 
all-time peak, which was set in December 
of 2014.  With production increasing 
solidly last month, capacity utilization - a 
measure of how fully firms are using their 
resources - increased to 78.0% from 77.7% 
in May.  Although high, it is 1.8 percentage 
points below the 1972-to-2017 average of 
capacity utilization.

In the Federal Reserve’s latest Beige Book, 
a collection of anecdotal information on 
current economic conditions from each 
of the Fed’s member banks, a shortage 
of qualified workers and rising costs of 
raw materials are beginning to show 
their effects.  The Federal Reserve said 
the rapidly expanding U.S. economy is 
running out of room to grow.  Interviewees 
expressed fears of increasing tariffs and a 
broader trade war, adding to the anxiety.  

However, the Beige Book was notably more 
optimistic than it was just a few months 
ago.  The Federal Reserve found that 11 of 
its 12 regions of the country were growing 
at a “modest” pace or faster, while only the 
states around St. Louis reported “slight” 
growth.  In summary, “Economic activity 
continued to expand across the United 
States,” the Fed said.

A widely-followed index that attempts 
to forecast the nation’s economic health 
reported a higher reading in June.  The 
Conference Board’s Leading Economic 
Index (LEI) rose 0.5% in June, after a flat 
reading in May.  The LEI’s measure of 
current conditions climbed 0.3%.  Most 
of the segments of the economy covered 
by the leading index showed greater 
strength in June with the lone exception of 
housing.  Higher interest rates, a shortage 
of construction workers and rising costs of 
supplies such as lumber were cited.  The 
LEI is a weighted gauge of 10 indicators 
designed to signal business-cycle peaks and 
valleys.  For now, the economy appears to 
be on solid footing.  Ataman Ozyildirim, 
economist at the Conference Board 
stated, “The widespread growth in leading 
indicators, with the exception of housing 
permits which declined once again, does 
not suggest any considerable growth 
slowdown in the short-term.”

Continued from page 1


