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The S&P 500 Index peaked on August 16th and then declined 
sharply through the end of the month.  Heading into 
September the market was oversold so it wasn’t too 
surprising to see a strong short-covering rally over the last 
three days.  The rally, at least so far, has recovered about 1/3 
of the August decline.   

 

Junk bonds are influenced by many of the same factors as 
equities and therefore, generally trend in a similar direction 
to stocks.  The BAML High-Yield Master II Index peaked in 
mid-August and then declined sharply through the beginning 
of September.  Like stocks, junk bonds spiked higher last week 
and currently rest right below the 50-day moving average. 

The markets had a strong bounce last week, but I am not convinced that this is the beginning of a new bull market rally.  The 
market was deeply oversold and due for a bounce.  This is normal behavior during bear market declines as investors buy 
stocks to cover their short positions.  What happens during the next decline will be helpful to put this current rally into 
perspective.   

 

This coming week we will get an update on the inflation picture with the release of the August Consumer Price Index 
numbers tomorrow and the Producer Price Index on Wednesday.  In addition, the Fed meets next week at which time they 
are expected to increase the Fed Funds rate by another 75 basis points.  These are all potentially market moving 
announcements and key drivers of the current market environment.   

 

The RGB Capital Group investment strategies are defensively positioned as we wait for more clarity on the direction of the 
stock market.  The Core strategies are primarily in cash.  The Flex Plus strategy is in a reduced risk profile with about 40% 
exposure to the market.  The Balanced strategies, which are derived from a 60% allocation to the Core and a 40% allocation 
to the Flex Plus strategies, are primarily in cash with a small (~16%) exposure to equities. I will continue to adjust the RGB 
investment strategies based the trends of the markets.  Thank you for your continued trust during these challenging times in 
the market.  There will be a good opportunity to take advantage of this year’s bear market decline, but I don’t think we are 
at that point yet.    

RGB Perspectives is provided for general information purposes only.  It does not constitute an offer to sell or a solicitation to buy a security and is not an offer 
to provide any specific investment advice. Securities held in the RGB models are subject to change without notice. Past performance is not a guarantee of 
future performance. It is not possible to invest directly in an index. Individual account results will vary from RGB models due to timing of investment, amount 
of investment and actual securities used.  Advisory fees are deducted within the first month of the quarter for the prior quarter.  Most data and charts are 
provided by www.fasttrack.net or www.stockcharts.com .  RGB Capital Group contact info: (858) 367-5200. Email: info@rgbcapitalgroup.com 
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