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April 12, 2019

New fiscal quarter and same old bull market, or so it would appear. Which probably should not come as
much of a surprise, given the veritable absence of anything markets would find new and newsworthy. The
Fed pivot has come and gone, the trade war turned out in the end to be a paper tiger, economic growth
is slowing everywhere but still positive. Corporate earnings will be weaker than previous quarters but
probably not as weak as the dramatically ratcheted-down estimates of Wall Street analysts. The old parlor
trick of outperforming a low bar is back in full force! Meanwhile, the Brexit extension to the extension to
the extension (which you, dear reader, will recall we predicted back in January) was agreed to during the
same week that we got to see a picture of an actual black hole, in space. No coincidence, surely, between
those two events.

The Rule of 145 Days

So the good times continue...depending on your perspective. Year to date? Things are great. The S&P 500
is up nearly 16 percent (in price terms) since the start of 2019, which is one of the best starts to a calendar
year, ever. Moreover, the intraday tempo of this rally has been relatively calm, with only a small number
of instances where the index moved by more than one percent from open to close.

If you step back and take a wider view, though, the picture looks a bit different.

S&P 500 Price Performance

Last Two Years

F S&P 500 - Price — S&P 500 - MA-200D

The S&P 500 has gained 0.5 percent in
price appreciation from its January 26,
2018 peak to the April 11, 2019 close.

Source: MVF Research, FactSet

That 16 percent calendar year gain looks a bit different in the context of what preceded it: not just the
sharp pullback of last autumn but a much longer trading period going back to January 2018. Here’s what
has happened since the S&P 500 reached a then-all time high on January 26 of that year. There was a
technical correction, followed by an arduous 145-day climb to a new record high (in August), then a bit
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more upward momentum to the record high of 2930 set on September 20. 135 days have passed since
then, and now we are within striking distance of yet another record high (maybe, who knows, when the
day count hits 145 again).

Wait-and-See Markets

What this means in actual performance terms is that the S&P 500, as of yesterday’s close, had gained a
grand total of 0.5 percent from that January 26, 2018 peak. That’s cumulative, not annualized. Zero point
five percent is not the stuff of a robust bull. Arguably, this sixteen month period represents a distinct
phase of the great bull market that started in 2009: a phase we would term “wait-and-see.” The previous
phase was the exceedingly non-volatile stretch from November 2016 to January 2018 (which phase
certainly qualified for the moniker “robust”), and before that was the Mid-Decade Pause (another wait-
and-see period) that came on the heels of the Fed’s ending its last quantitative easing program in 2014
and persisted through summer 2016.

That 2014-16 period may be instructive. Below we extend that same S&P 500 chart shown above to
encompass a longer time period, where this bull market’s distinct phases are evident.

S&P 500 Price Performance

Last Five Years

F S&P 500 - Price — S&P 500 - MA-200D

Bull Run: “infrastructure-
reflation” trade, recovering
B earnings, corporate tax
“Wait-and-See”: end of QE3, H windfall etc.
struggling corporate earnings, -
China concerns etc.

“Wait-and-See”: Fed mixed
messages, global growth
concerns, slowing earnings etc.
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Source: MVF Research, FactSet

Of course, and contrary to our tongue-in-cheek section heading above, there is no such thing as a “rule of
145 days.” But it does feel like we might be getting close to the end of this particular phase of the bull as
the market closes in on a new record high. The question, as always, is what comes next. Recall that in
2016 there was not much in the way of a compelling case to make that would have predicted the bull run
of 2017. The bond market for much of this year has been suggesting that slower times are ahead. But the
tea leaves, as always, are subject to multiple interpretations.
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or
product (including the investments and/or investment strategies recommended or undertaken by MV Capital Management, Inc.),
or any non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal any
corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful.
Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of
current opinions or positions. Moreover, you should not assume that any discussion or information contained in this newsletter
serves as the receipt of, or as a substitute for, personalized investment advice from MV Capital Management, Inc. To the extent
that a reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation,
he/she is encouraged to consult with the professional advisor of his/her choosing. MV Capital Management, Inc. is neither a law
firm nor a certified public accounting firm and no portion of the newsletter content should be construed as legal or accounting
advice. A copy of the MV Capital Management, Inc.’s current written disclosure statement discussing our advisory services and
fees is available for review upon request.
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