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 I’m certainly not complaining, but the market’s recent action feels almost too 

perfect.   Last fall, markets endured two months of computer-driven selling before 

bottoming the day after Christmas.   With barely a backward glance, the market 

embarked on a rare run in which we closed higher for ten weeks in a row.  That streak 

came to a grinding halt the week ending March 10th.  That week, the S&P was down all 

five days.  Both the ten-week rally and the five-day selloff “feels” a little machine made.   

Currently, it feels like the algo-computer traders attempt to take each small 

market occurrence and link it to something from the past to predict the future.  Their 

logic might be that if A is followed by B, then C and D must happen next.  Of course, 

nature or the markets don’t always cooperate.  That’s not the way the market typically 

trades, but when 70% of the volume is computer-driven algorithms, maybe the market 

is just that bit more precise these days.   

   On the face of it, five days down in a week doesn’t seem rare, but it’s only 

happened 11 times.  The last occurrence was the week before the 2016 Presidential 

election.  Either way, I like what it might imply for 2019. 

Looking at the other 10 occurrences, the longer-term implications are a coin toss 

with the market higher a year later roughly half of the time.  However, it’s the short run 

that’s appealing – particularly where we might be one month from now.  The one-

month potential return is particularly strong with the market higher 9 out of 10 times a 
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month later with a 4% gain.  Given the run over the last week and a half, we’re off to a 

promising start.  

Individual investors don’t always make it easy for themselves.  Last December was 

a dark time for markets.  For the week ending December 16th, the Lipper investor survey 

hit a new record as $46 billion left stock mutual funds.  Fear levels were elevated, and 

individual investors took their money and headed for safety.  When the dust settled, 

almost $100 billion left the stock market from mid-December through mid-January 

2019. 

I’ve found that the market delights in frustrating investors, and 2018/19 has been 

no exception.  A case in point: just days after investors fled the market in mid-

December, stocks bottomed on the day after Christmas and the Dow soared more than 

1000 points.  In addition to the Dow, the NASDAQ also got into the act and closed up 

10 weeks in a row; a run that’s only happened 14 times. 

 Ironically, after that big run, individual investors decided it was safe to return to 

stocks.  At the end of February, the BAML survey showed $9 billion flowing back into 

stock funds.  It’s hard to keep pace with the markets when individuals buy after a 20% 

rally.  Modern markets can be confusing.  There is so much data and information at your 

fingertips.  Notice that I didn’t use the word knowledge.  For me, the key to success is 

deciding which data is worth following and which is better off in the trash can.  Taking 

the Marie Kondo approach and tidying up your information intake can help you focus 

on what matters. 

 On the face of it, the choice of living in either San Francisco or Philadelphia 

doesn’t seem to be a hard one to make.  The steep hills, 60-degree summers and that 

incredible light all make San Francisco the one for me.  However, if you put millions at 

stake, I might have to make a different choice.  Spare a thought for the high-tax states.  



It’s tough enough that many are fleeing states with the highest taxes.  That exodus has 

caused budgetary shortfalls for some of the most expensive states.  Now, it’s reached 

such an extreme that high taxes are even keeping some sports stars away. 

After a seven-year run in Washington, Bryce Harper recently signed a free agent 

deal with the Philadelphia Phillies.  Harper signed a 13-year deal for an eye watering 

$330 million.   The San Francisco Giants made a similar offer but he reportedly said no 

thanks due to the tax difference.  Pennsylvania state tax is 3% versus 13% for California.  

10% of $330 million is a cool $33 million.  With that math, I think we can see the appeal 

of Philadelphia.  

One of my favorite things about the 2019 rally is that a broad range of sectors are 

driving stocks higher.  The S&P 500 is a somewhat broad-based index, but it is market 

cap weighted.  This means that the larger the market cap, the larger the effect a stock 

has on the index.  Apple and Amazon are both currently $850 billion companies.  This 

means they have an outsized say on what the market is doing.   

For 2017 and 2018, the equal weight S&P 500 underperformed the market cap 

weighted version.  The FANG stocks were largely to blame for that.  That small number 

of mega cap stocks outperformed and perhaps made the index and the economy look 

healthier than they were.  On the other hand, the equal weight S&P index is exactly what 

it sounds like.  All 500 stocks are given the same weight and level of influence.  It’s a 

more egalitarian approach to stocks.     

For 2019, the equal weight S&P is leading the charge.  It’s up 15% year to date 

versus 13% for the traditional S&P.  The underlying reason is that more stocks are 

punching higher, not just a select few.  To my mind, this indicates a healthier economy, 

and may mean markets have further to run.  After all the angst at the end of last year, 



2019 is turning out to be a nice surprise so far.  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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