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The S&P 500 Index continued the strong rally off the October 
lows last week and is now approaching the recent highs set 
back in August.  The recent surge (over 300% annualized rate 
of return) will not last forever, and a pause or correction near 
the August highs wouldn’t be surprising.   

 

Small-cap stocks, which have underperformed large-cap 
stocks all year, already started to move sideways.  The S&P 
600 Index, which rallied off the October lows along with large-
cap stocks, has consolidated some of its recent gains over the 
last week (see circled area). The continued underperformance 
of small-cap stocks is a bit disconcerting.  When the next bull 
market is established, I would expect small-cap stocks to 
outperform large-caps. 

 

Junk bonds, however, are trending up and that is generally a 
good sign for the stock market.  The BAML High-Yield Master 
II Index is trending higher and solidly above its 50-day moving 
average.  The recent decline in interest rates have helped junk 
bonds and a continuation of that trend should be positive for 
stocks and bonds of all types.   

High inflation last year drove stocks and bonds down.  The rate of inflation is now moving back towards the Fed’s 2% target 
and as a result, interest rates are falling across the yield curve.  The drop in interest rates is helping both stocks and bonds 
move higher.  The Personal Consumption Expenditure report comes out this Thursday and is expected to show a continued 
downward trend in the rate of inflation, which should be supportive of the current trends in the market. 
 
As market conditions improved over the last month, I moved all the RGB Capital Group investment strategies to a fully 
invested position.  The Core strategies are invested in low volatility mutual funds and the Flex+ strategy is fully invested in 
equities.  The Balanced strategies, which are a combination of both the Core (60%) and Flex+ (40%) strategies, are 
benefiting from the uptrends in both the low volatility mutual funds as well as the stock market.  All strategies are up for the 
month as we head into the last few trading days of November. 

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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