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 I love technology and what it allows us to do.  It’s a powerful tool, but it needs to 

be wielded wisely.  Since mid-December 2018, more than $100 billion have flowed out 

of stock mutual funds. (Lipper) The ease of technology unfortunately means that some 

investors act without attaching enough gravity to such big decisions.  When I got into 

the business in the late 80’s, it took 45 minutes to liquidate an account.  Now it can be 

done in 90 seconds.  Convenient?  Sure, but maybe some deeper thought to the 

potential consequences would help. 

 My catch phrase for the end of 2018 was a question: do you really want to do 

that?  It was inspired by a Seth Godin piece on technology.  Computerization and 

artificial intelligence are wonderful but unchecked, they can lead to some potentially 

hairy situations.   

From December 3rd through Christmas Eve, the market dropped 16%.  Depending 

on your source, the rough consensus is that algorithmic computer trading accounts for 

roughly 70% of the market’s daily volume.  Given the market’s whipsaw-like action in 

December, I wonder if we would have benefitted from a human asking, do you really 

want to do that, before the trading algorithms were unleashed on the market? 

 One positive from the market’s dark December is the panic selling might have 

exhausted the most motivated sellers.  Early December’s 16% drop has been quickly 

followed with a 14% rally.  This year, Santa waited until after Christmas to give us our 

annual rally.  Thankfully, this erratic behavior is rare.  Bespoke Investments notes that 

we’ve only seen this combination twelve times since 1943.   

As uncomfortable as December’s volatility was, it may potentially be setting up a 

story book ending for 2019.  When this vicious selloff/rally combination occurred before, 

the market was higher a year later in 10 out of 12 times with a gain of 18%.  I like the 



potential upside but will continue to monitor our economic backdrop.  Trust, but verify 

as we like to say. 

 Before you start a long trip, it’s helpful to know what potential problems may be 

in front of you.  Every time I drive either to or from Washington DC, the traffic slows to a 

grinding halt at the Potomac Mills Outlet.  It doesn’t matter what day of the week it is or 

what time of day, Potomac Mills means my speed is getting ready to slow.  What does 

Washington DC traffic have to do with the market?   

 On Christmas Eve, the Dow traded at 21,800.  Looking ahead from way down 

there, I felt the market might run into congestion at the 24,800 to 25,000 level.  24,800 

was the level the Dow broke sharply lower from in early December and was the old 

support level.  Old support can often turn into future resistance.  Last Friday, the Dow 

punched to a daily high of 24,860.  In the short run, where do we go from here?  After a 

14% rally, the Dow is entitled to a rest. 

If markets do pull back, I would encourage you not to read too much into any 

market pause.  The economic data still looks solid for 2019.  We’ve heard lots of chatter 

about the inverted yield curve.  For our yield curve work, I prefer combining the 3-

month Treasury and the 30-year long bond.  That particular combination is not inverted.  

Couple that news with the positive earnings from industrial bellwethers like United 

Technologies and Lam Research, and I feel the economy is still on a firm footing. 

Remember that stock prices are not an absolute.  In my experience, prices move 

based on how stocks are positioned relatively.  The December selloff reduced the 

valuation of many companies.  A lower valuation means that the bar is potentially lower 

for first quarter earnings surprises.  In turn, positive surprises can potentially lead to 

sharp moves higher.  The results that we’ve seen so far are encouraging and stocks are 



responding positively.   2019 might end up being much better than many feared a few 

weeks back. 

Recently, I was reminded of a great Jim Valvano quote: “If you laugh, you think, 

and you cry, that's a full day. That's a heck of a day. You do that seven days a week, 

you're going to have something special.”  Along with many of my colleagues, I was 

recently in Gastonia for the memorial service celebrating the life of Harry Bryant, Sr.   

Among other things, Harry was the father of our company’s founder, Richard 
Bryant.  35 years ago, Harry was instrumental in the formation of Capital Investment 
Companies. 

Sitting in the pew and hearing some of the wonderful stories of Harry’s life, I had 
a Jim Valvano day: I laughed … a lot, I thought, and I certainly cried.  And I left uplifted.  
What a life Harry led.  We were lucky to have him.  He will be missed beyond measure.   
If you have any comments, feel free to contact me at heddins@capital-invest.com or call 
me at 919-656-0836. 

Disclosures: 

*Past performance is not indicative of future results.  This material is not financial advice or an offer to sell any 
product.  The actual characteristics with respect to any particular client account will vary based on a number 
of factors including but not limited to: (i) the size of the account; (ii) investment restrictions applicable to the 
account, if any; and (iii) market exigencies at the time of investment. Capital Investment Counsel reserves the 
right to modify its current investment strategies and techniques based on changing market dynamics or client 
needs. The information provided in this report should not be considered a recommendation to purchase or 
sell any particular security. There is no assurance that any securities discussed herein will remain in an 
account's portfolio at the time you receive this report or that securities sold have not been repurchased. The 
securities discussed may not represent an account's entire portfolio and in the aggregate may represent only a 
small percentage of an account's portfolio holdings.  It should not be assumed that any of the securities 
transactions, holdings or sectors discussed were or will prove to be profitable, or that the investment 
recommendations or decisions we make in the future will be profitable or will equal the investment 
performance of the securities discussed herein.  

Capital Investment Counsel is a registered investment advisor. More information about the advisor including 
its investment strategies and objectives can be obtained by visiting www.capital-invest.com.  A copy of Capital 
Investment Counsel’s disclosure statement (Part 2 of Form ADV) is available, without charge, upon request.  
Our Form ADV contains information regarding our Firm’s business practices and the backgrounds of our key 
personnel.  Please contact us at  
(919) 831-2370 if you would like to receive this information.                                                                                                                   
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