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“A Tale of Two Tails” 

Key Takeaways 
• November remained strong as indicated by past history, and this year’s gain is the strongest through Thanksgiving since 2013  
• With a lackluster 3rd quarter for corporate earnings (0.0%+), Q4 earnings are expected to be slightly positive and full year 

2020 earnings are estimated at +9.7% for the S&P 500 (FactSet) 
• The fixed income market is now pricing in no more interest rate cuts for the rest of 2019, and now that investors have to 

learn to fly without the Fed, it seems the market will drive it’s full attention toward the trade deal with China (or lack thereof) 
 

Clients, 

We sincerely hope everyone had a warm and inviting Thanksgiving with friends and family this November. It’s almost 
hard to believe it’s the end of the year, let alone the end of a decade! 

Last month’s commentary displayed a table of the average monthly % change for the Dow Jones Industrial Average over 
the last 100, 50, and 20 years. Highlighted in the table were the results for November. November has historically been 
one of the better months for positive returns over those various timeframes, and this year proved to be no different. 
The Dow Jones Industrial Average (DJIA) increased 3.72% (price return), and the other widely followed U.S. equity index, 
the S&P 500 Index, increased 3.40% (price return). 

This year’s gain is the strongest through Thanksgiving since 2013, and it is the 14th largest gain through Thanksgiving on 
record for the S&P 500 Index going back to 1928. The index has averaged a further gain of 1.80% from Thanksgiving 
through year end in 22 prior years with positive returns 77.3% of the time1. A majority of the gains this year can be 
attributed to a group of mega-capitalization technology stocks, (especially Apple +72%; Facebook +51.3%; Microsoft 
+51.3%; and Google +26.0%) with the S&P 500 setting more than 20 all-time highs this year.  

The sizeable market capitalization share of the 10 largest companies as a percentage of the S&P 500 total market 
capitalization is shown in the chart below and although not at a record, it is well above its 30-year average and does 
represent a cause for concern should equities experience a shock or serious anti-trust regulation. 
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https://usercontent.vestorly.com/56e06bae6ad264001400095f/1572904646/october2019marketupdateohhowthemightyhavefallen.pdf
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Asset prices continue to reflect a tale of two tails. On one hand, employment in the U.S. and consumer strength has 
continued to be resilient; on the other hand, corporate profits have declined year-over-year through the third quarter 
and there has been less positive manufacturing data and capital expenditure spending from businesses. Are these asset 
prices reflecting strong fundamentals or increased future sentiment? We break it down below. 

Returns for the market can generally be broken down into three categories: 1) Real Earnings Growth 2) Price-to-Earnings 
Changes 3) Dividend Yield. Since March of 2009, only 33% of the return for the S&P 500 has been explained by Price-to-
Earnings expansion. So, it seems the bull market the last ten years has been driven largely by improving corporate 
fundamentals contrary to popularly belief. Conversely, 93% of the return for 2019 has been explained by Price-to-
Earnings expansion2. This means that investors have been paying up for assets based on future sentiment rather than 
fundamentals of the underlying businesses improving.  

Now that the year end is closely approaching, let’s look into forecasted corporate earnings… 

Earnings estimates for the S&P 500, as reported by FactSet, call for the 4th quarter of 2019 to be +1.4% and for calendar 
year 2019 +0.0%. While 2019 earnings have been lackluster, estimates for the full year of 2020 are coming in at +9.7%. 
Although estimates for 2020 look more promising, past forward estimates indicate that investors may in fact be too 
optimistic and could be subject to some degree of a downward revision.  

With the Federal Reserve now on hold from cutting interest rates further (for now), it seems investors will have to learn 
to fly without the Fed’s accommodative policies. Well, at least in the United States.  

The new European Central Bank President Christine Lagarde, has indicated her interest in applying stimulus measures to 
promote job creation and economic growth in the Eurozone. This stimulus is in the form of quantitative easing where 
the central bank essentially prints money to purchase the Eurozone countries’ sovereign bonds. This is used to inject 
liquidity into the banks to hopefully spur more lending and thus potential growth and job creation. With real rates in 
some regions already below zero, we fear another global recession could tie the central bank’s ability to react and help 
lift the economy.  

Next month we will be giving a recap of the year and our views going forward for the next year and decade. We wish 
everyone a Happy Holiday and New Year! 

 

 

 

Please feel free to reach out with any questions, 

 

Nova R Wealth Team 

 

 

 

 

 

1 Bespoke Investment Group – Chart of the Day: Up 20%+ Through Thanksgiving; How Does It End? 
2 Goldman Sachs – Global Investment Research: 2020 US Equity Outlook 
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IMPORTANT DISCLAIMERS AND DISCLOSURES 

General Disclosures: Nova R Wealth, Inc. (“Nova R”) is a registered investment advisor with the U.S. Securities and 
Exchange Commission. Nova R provides investment advisory and related services for clients nationally. The information 
provided is for your confidential use only. All information has been obtained from sources believed to be reliable, but its 
accuracy is not guaranteed.   

This presentation is for illustrative purposes only. Past performance is not indicative of future results. The information 
contained in this presentation has been gathered from sources we believe to be reliable, but we do not guarantee the 
accuracy or completeness of such information, and we assume no liability for damages resulting from or arising out of 
the use of such information.   

The performance numbers displayed herein may have been adversely or favorably impacted by events and economic 
conditions that will not prevail in the future. The index is unmanaged and does not incur management fees, transaction 
costs or other expenses associated with investable products. It is not possible to directly invest in an index. All returns 
reflect the reinvestment of dividends and other income.  

Historical performance results for investment indices and/or product benchmarks have been provided for general 
comparison purposes only, and do not include the charges that might be incurred in an actual portfolio, such as 
transaction and/or custodial charges, investment management fees, or the impact of taxes, the incurrence of which 
would have the effect of decreasing historical performance results. It should not be assumed that your account holdings 
correspond directly to any comparative indices.  

The views expressed in the referenced materials are subject to change based on market and other conditions. This 
document may contain certain statements that may be deemed forward-looking statements. Please note that any such 
statements are not guarantees of any future performance and actual results or developments may differ materially from 
those projected. Any projections, market outlooks, or estimates are based upon certain assumptions and should not be 
construed as indicative of actual events that will occur. The information provided herein does not constitute investment 
advice and is not a solicitation to buy or sell securities.  

This content may not be modified, distributed or otherwise provided in whole or in part to a prospective investor or 
someone considering investing in the portfolio models without the express authorization of the party delivering the 
presentation. Please note that nothing in this content should be construed as an offer to sell or the solicitation of an 
offer to purchase an interest in any security or separate account. Nothing is intended to be, and you should not consider 
anything to be direct investment, accounting, tax or legal advice to any one investor. Consult with an accountant or 
attorney regarding individual accounting, tax or legal advice. No advice may be rendered, unless a client service 
agreement is in place.  

This material is proprietary and may not be reproduced, transferred, or distributed in any form without prior written 
permission from Nova R Wealth, who reserve the right at any time and without notice to change, amend, or cease 
publication of the information contained herein. This material has been prepared solely for informative purposes. The 
information contained herein includes information that has been obtained from third-party sources and has not been 
independently verified. It is made available on an "as is" basis without warranty. Strategies and investment programs 
described in this presentation are provided for educational purposes only and are not necessarily indicative of securities 
offered for sale or private placement offerings available to any investor. 

 


