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Stocks: Fair Value: USA. 

The year-to-date performance values are starting to reflect 

the difference between the 4th quarter of 2018 and the 4th 

quarter of 2019. The 4th quarter last year was not kind to 

investors. This year it appears the last quarter of the year 

will be favorable. While last year the market was 

significantly overvalued at this time, this year is well-

mannered at 109.5% fair value (Fv).  

Reasonable valuations are spread across the board with 

Midcap very near fair value at 101.6% Fv and Small Cap 

holding on to improving-expectations at 96.9% Fv. This is a 

significant increase from the beginning of the year. The 

Total market is showing a favorable expectation without it 

being unrealistic at 105.9% Fv. 

Performance on both a year-to-date and past 12-months are 

exceptional with the Total market increasing 22.9% for the 

calendar year and 12.0% for the past 12-months. All 

categories, Large Cap, Small Cap, Value and Growth are 

posting double-digits. On a 12-month basis even Small Cap 

has overcome the sizable deficit from the end of 2018 and is 

just on the end of positive at 0.1%.  

Internationally the developed part of the world is also seeing double-digit growth with Canada posting a 21.2% gain followed by Japan at 16.9% 

this year. The slowest market is China at 7.5%. The past 12-months have not been as strong for global markets with the highest growth coming from 

the Pacific at 8.3% and all markets are in single digits. Mexico has the only negative market down 0.9%.  

Sector valuations remain balanced with 6 above 100.0% Fv and 4 below the neutral mark. It is no surprise that Energy is the lowest at 90.4% as a 

result of the increasing, negative image of energy related stock companies. But, even with increased selling pressure, expectations moved up 2.5 

points. Seven of the Large Cap sectors received boosts from higher expectations while three dropped. Consumer Staples and Utilities moved back 

closer to fair value while Financials continued to move into the undervalued side ending up at 97.3% Fv.  

Name Relative Value Under/Over

Consumer Discretionary 121.5%

Consumer Staples 104.7%

Energy 90.4%

Financials 97.3%

Health Care 92.9%

Industrials 96.0%

Information Technology 103.4%

Materials 104.2%

Communication Services 120.0%

Utilities 105.8%

U.S. LARGE CAP

Name Relative Value Under/Over

iShares Core S&P 500 ETF 109.5%

iShares Core S&P Mid-Cap ETF 101.6%

iShares Core S&P Small-Cap ETF 96.9%

iShares Core S&P Total USStock 105.9%

U.S. Market Overall



 

 

MidCap sectors are close to fair value with only Energy at 

an undervalued level of 67.1%. This is being caused by the 

selling pressure being created by a “popular” social 

movement against fossil fuels.  

Eight of the MidCap sectors are within 10 points +/- of the 

fair value neutral. Eight sectors have higher expectations 

than just a month ago with three falling. Energy is 

obviously taking the most punishment.  

The best increases were witnessed in Health Care and 

Industrials. We now have five sectors on the overvalued 

side of neutral and three on the undervalued side. 

Consumer Discretionary and Materials are both within 1 

point of being at neutral. 

SmallCap expectations remain on the undervalued side of 

neutral, but have improved significantly. Just over ½ of the 

sectors improved and all but Energy are within 10 points +/- 

impacting Mid and LargeCap classifications. The SmallCap 

Energy sector is also considered undervalued at 77.8% Fv 

experiencing the largest drop.  

Fifteen of the twenty-one industry groups experienced 

increased expectations with the most significant increase 

occurring in Health Care Equipment & Services. After a 

drop of more than 16 points last month, Health Care 

Equipment & Services rebounded by nearly 11 points.  The 

industry group is now only 4.3 points away from valuation neutral.  

Name Relative Value Under/Over

Consumer Discretionary 99.9%

Consumer Staples 103.0%

Energy 67.1%

Financials 93.2%

Health Care 106.7%

Industrials 105.4%

Information Technology 101.6%

Materials 99.2%

Communication Services 118.9%

Utilities 92.0%

Name Relative Value Under/Over

Consumer Discretionary 91.8%

Consumer Staples 92.0%

Energy 77.8%

Financials 93.0%

Health Care 98.9%

Industrials 103.0%

Information Technology 104.4%

Materials 92.9%

Communication Services 98.0%

Utilities 106.2%

U.S. MID CAP

U.S. SMALL CAP
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Nineteen of the twenty-one industry groups are within 10 points 

+/- of valuation neutral. The highest expectations are found in 

retailing at 122.4% Fv and the lowest is found in Consumer 

Durables & Apparel which also experienced the biggest drop. 

 

Market plots have changed over the past several months with returns YTD 

increasing in spread between highest and lowest, while the valuation spread has 

become more concentrated.  Both the median black square and average red 

diamond have moved to the upper right. There is now a 2-point spread between 

the average and median return while the spread between the median and average 

fair value is less than 1%. 

Name Relative Value Under/Over

Automobiles & Components 99.0%

Banks 93.8%

Capital Goods 99.9%

Commercial & Professional Services 97.7%

Consumer Durables & Apparel 93.7%

Consumer Services 97.3%

Diversified Financials 96.4%

Food & Staples Retailing 103.3%

Food Beverage & Tobacco 102.3%

Health Care Equipment & Services 95.7%

Household & Personal Products 101.3%

Insurance 98.3%

Materials 100.2%

Media & Entertainment 120.3%

Pharmaceuticals & Biotechnology 102.8%

Real Estate 95.7%

Retailing 122.4%

Semiconductors and Semiconductor Equipment 106.2%

Software & Services 99.7%

Technology Hardware & Equipment 105.9%

Transportation 105.0%

U.S. Industry Group All Market Cap



 

 

The Sell market plot has also trended to the upper right with plots moving above the 90 level in Return YTD and more plot dots reaching almost to 

the 2.0 horizontal axis. All plots are now greater then 1.3 on the same scale. There are far fewer plot dots in negative return than earlier. 

The Buy market plot has fewer plot dots as more have moved above Undervalued and into Hold. The group is also more dispersed with all relative 

valuations > 0.60. The average is now slightly more to the right, but on the same height as last month.  

Overall fair value influence moved slightly in favor of revenues and earnings along with a slight decline in the importance of dividends. Large Cap 

stocks matched the overall market with slight increases in the influence of both revenues and dividends, but also experienced a 1-point increase in 

dividend influence. MidCap stocks experienced drops in the influence of all three areas in relationship to the total market. However, the drop in 

earnings influence was larger than the overall market.  

Small Cap moved in the opposite direction of Mid Cap with increases in all three. Earnings made the largest influence increase that exceed 1 point. 


