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Stocks: Fair Value: USA 

Advances in valuation accelerated in April by 5.6 
points in MidCap and 4.7 points for the overall 
market. All categories moved higher within the fair 
value range (80.0 to 130.0) and MidCap has reached 
caution levels (> 120.0) at 121.6. All categories are 
within fair value range, but the total market is now at 
116.0. 

We have a 12.8 point spread between the highest 
valuation, MidCap at 121.6% Fv and the lowest, Smallcap at 108.8% Fv. This is wider than last month when the spread was 10.8 and 
larger than two months ago when it was 6.9 points. Overall, the USA market is 16.0 points above 100% Fv and appears to be 
accelerating. 

All LargeCap sectors remained within the normal 
fair value range, and Consumer Discretionary 
continued moving upward reaching 129.6, just 0.4 
points from overvaluation. Even with this gain it 
was not the largest since our last report. That honor 
went to Communication Services with an advance of 
7.7 points reaching 119.3 also very close to a caution 
level. Health Care retreated by 7.0 points down to 
97.0 and remains under the 100.0 fair value mark 
along with Materials at 99.7. Utilities also softened 
dropping 2.6 points stopping at 115.5. There is 
usually give-and-take on a month-to-month basis in 
individual sectors and this time is no different. But, 
we are seeing a definite overall trend toward higher 
valuations.  

Table 1: Relative Value of Each Major Market Capitalization Segment 

Name Relative Value Under/Over

iShares Core S&P 500 ETF 115.2%
iShares Core S&P Mid-Cap ETF 121.6%
iShares Core S&P Small-Cap ETF 108.8%
iShares Core S&P Total USStock 116.0%

U.S. Market Overall

Name Relative Value Under/Over
Consumer Discretionary 129.6%
Consumer Staples 101.6%
Energy 117.8%
Financials 103.5%
Health Care 90.0%
Industrials 100.3%
Information Technology 115.4%
Materials 99.7%
Communication Services 119.3%
Utilities 115.5%

U.S. LARGE CAP

Figure 2: Relative Value of Each Major Large Cap Sector 



 

 

MidCap now has two sectors that are overvalued, 
Communication Services and Consumer 
Discretionary. Health Care was overvalued last 
month, but has eased back to 123.8 moving back 
toward fair value and remains in cautionary range.  
Utilities, also retreated, giving up 2.7 points.  

Only one Midcap sector remains under the 100.0 fair 
value mark, Energy at 96.2. Last month Financials 
were below the 100.0 mark, but advanced 4.5 points 
to reach 102.1. 

Industrials changed direction from last month and 
advanced 8.0 points to 116.6. The spread between the 
highest and lowest valuation has remained stable at 
45.3 points both at 133.8% Fv.  

After a general move back toward fair value last 
month, this month all SmallCap sectors advanced, 
except Utilities. Health Care took the lead adding 8.3 
points which was in contrast to the sector in both 
LargeCap and MidCap categories where Health Care 
stocks retreated. Overall, advances within Smallcap 
were more subdued than MidCap with the largest 
being Health Care at 8.3 and Energy at 7.6, but the 
next closest was just slightly over half that amount in 
Industrials. Three of the sectors moved less than 2 
points + or -. All sectors are within fair value ranges 
with only Information Technology is just inside the 
cautionary boundary.  

Table 3 above: U.S. MidCap Sector Relative Fair valuations for Major Sector Classifications. Source: ISN 

 

Table 4 below: U.S. SmallCap Sector Relative Fair valuations for Major Sector Classifications. Source: 
ISN 

Name Relative Value Under/Over
Consumer Discretionary 141.5%
Consumer Staples 114.5%
Energy 96.2%
Financials 102.1%
Health Care 123.8%
Industrials 116.6%
Information Technology 124.3%
Materials 102.5%
Communication Services 139.4%
Utilities 104.3%

U.S. MID CAP

Name Relative Value Under/Over
Consumer Discretionary 108.9%
Consumer Staples 99.7%
Energy 109.2%
Financials 97.3%
Health Care 115.5%
Industrials 103.3%
Information Technology 123.0%
Materials 107.9%
Communication Services 118.4%
Utilities 104.3%

U.S. SMALL CAP
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Last month all industry groups were in fair value 
range. This month Consumer Durables & Professional 
Services jumped 20.3 points and became overvalued. 
Four groups are in cautionary territory: Media & 
Entertainment, Retailing, Software & Services and 
Technology Hardware & Equipment. Four groups 
also remained below 100.0 fair value, but all are 
within 10 points of fair value.  

All but 3 groups increased in relative valuation. A 
drop in Health Care Equipment & Services is not a 
surprise given the declines in LargeCap and MidCap 
classifications. In close proximity, Pharmaceuticals & 
Biotechnology also dropped by 12.2 points. Real 
Estate gave up 2.4 points and remains one of the 
lowest valued groups.  

Revenue, Earnings, Dividend Influence in 

Fair Value: USA 

Within the market segmentation of Core, Market, 
Aspirational, the continued importance of dividends 
within Core stocks advanced another 2 points while 
earnings importance softened. Earnings overall 
influence in the Core category is down to 54.4% while 
dividends has increased to 37.0%. Revenues also 
increased in importance reaching 35.7%.  

Table 5: U.S. Industry Group Relative Valuations 

Name  Rela veValue Under/Over
Automobiles & Components 110.7%
Banks 95.5%
Capital Goods 106.0%
Commercial & Professional Services 102.5%
Consumer Durables & Apparel 145.7%
Consumer Services 110.8%
Diversified Financials 108.8%
Food & Staples Retailing 98.9%
Food Beverage & Tobacco 106.4%
Health Care Equipment & Services 104.7%
Household & Personal Products 98.4%
Insurance 109.9%
Materials 102.6%
Media & Entertainment 121.8%
Pharmaceuticals & Biotechnology 101.7%
Real Estate 94.3%
Retailing 129.9%
Semiconductors and Semiconductor Equipment 117.4%
Software & Services 124.5%
Technology Hardware & Equipment 120.5%
Transportation 106.7%

U.S. Industry Group All Market Cap



 

 

Within market capitalization, earnings influence on Aspirational 
stocks decreased slightly to 69.6%. Changes in influence were 
slight in LargeCap and SmallCap, but there were several 
noteworthy changes in MidCap. Earnings and dividends 
increased in influence while earnings dropped by 1.5 points. 
Earnings still prevails in LargeCap and MidCap, in fact, earnings 
is the most important influencer for MidCap. Only in SmallCap 
does earnings take second place to revenue.  

Revenue increased in influence within the Buy classification 
while dividends influence increased for Hold classified stocks. 
The dominance of revenue and earnings, 82.7 and 78.0, 
respectively, remained in the Sell classification with dividends 
only making an impact 7.9% of the time.  

 

Figure 3, 4 & 5: Influence of Revenues, Earnings and Dividends on Fair Value Depending 
on various segmentations.  
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Centroid Plots of Return YTD & Relative Valuation  

The median (black box) valuation / return are more centralized than 
the average (red triangle). The universe of stocks is tilted slightly to 
the higher side of return and just above 100% Fv at 111.0% on 
average. The spread between median and average return is stable at 
6.36 points moving closer together by 0.29 points, with the median at 
0.04% and average of 7.40%. Overall, the average has moved upward 
and to the right of the median. 

Stocks classified as a Buy have slowed their move to the upper right 
and interestingly the median continues to move ahead of the average. 
The strong clustering that started late in 2018 continues in the Buy 
universe and now shows a steeper slope from lower left to upper 
right. 

  

 

 

 

Figure 1: Relative Plot of Return and Fair Value for Allcap stock universe. 

Figure 4: Relative Plot of Return and Fair Value for Buy universe. 



 

 

Sell stocks have started to disperse more along the vertical axis while shifting to the left. Where the median and average are very close 
in the Buy consideration, the two plots are wide apart in the Sell consideration with the average well to the right.  

Information Technology the move along the vertical axis upward along with Utilities while Consumer Discretionary continued to 
advance to the right. Health Care made a nice move to the upper right while Industrials and the market overall moved in the 
opposite direction to the lower left. 

Figure 5: Relative Plot of Return and Fair Value of SELL Stock Universe Figure 6: Market centroids with sectors on a market cap weighted basis 


