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August 18, 2023 

 

Summer Trading 

 

The S&P 500 is trading near a forward 12-month multiple of 19x which is higher than 

the 25-year average of 16.8x.  Earnings and GDP growth have been better than 

expected.  The labor market is at full employment.  Inflation is subsiding.  The bond 

market expects no additional Federal Reserve rate hikes this year.  The Leading 

Economic Index (LEI) and inverted yield curve continue to signal a recession is on the 

horizon.  The 10-year U.S. treasury rate has climbed from about 3.5% to 4.3% in the 

past three months which places downward pressure on stock valuations. 

 

The above mix of bullish and bearish information has created an investment 

environment of low conviction and reduced trading volumes.  Since the beginning of 

August, the S&P 500 has drifted roughly 4.5% lower on no significant trend-changing 

news.  The trading view is the market is consolidating after a multi-month period of 

significant gains. 

 

Goldman Sachs recently conducted a survey of institutional investors.  When asked 

where the S&P 500 would be by year end, 46% said between 4,300 and 4,700.  The 

S&P 500 is currently at about 4,400 and reached a high in July of about 4,600.  90% of 

the respondents said the S&P 500 end the year in the range of 4,000 – 5,000. 

 



 
 

With a majority expectation that the S&P 500 will end the year at about the level it is 

currently, there is little conviction to be a buyer or a seller. 

 

Investors were asked what their favorite trade is for the rest of the summer.  The most 

popular response was “no view.” 

 

 
 

In a low volume, low conviction market environment, the market can be reactive.  Lately, 

the market seems to be reacting to news of economic slowdown in China and an 

elevated 10-year treasury rate.  Technically, the S&P 500 has traded below its 50-day 

moving average.  There were headlines this week that Michael Burry, the “Big Short” 



investor, is using options trades to gain more than $1.6 billion positive exposure to a 

potential stock market crash.  In a low-conviction environment with a historically high 

market valuation, this type of news is sufficient to cause the market to drift lower. 

 

Fundamentally, the positives of better earnings, a robust consumer, low unemployment 

and accelerating GDP growth remain in place.  The Atlanta Federal Reserve GDPNow 

model is estimating 5.8% GDP growth in the third quarter, up from 5% in their last 

estimate on August 15.  The consensus outlook is for 1.8% growth.  The Atlanta Fed 

has been far more accurate than consensus over the past several years. 

 

Pullbacks are a part of bull markets.  At this time, there is little fundamental evidence to 

suggest the bull market should become bearish near-term.  In a low-conviction, 

summertime stock market, selling can beget more selling.  So far in August, it appears 

that the selling pressure is simply selling pressure rather than something more 

substantial. 

 

Let Us Help You Position Your Portfolio – Give Us a Call Today 

 

We have unique and sophisticated investment methods that seek to capture the stock 

market’s gains while minimizing drawdowns in bear markets. If you would like to learn 

more about how we manage money, we invite you to give us a call at (415) 249-6337, 

visit www.deltaim.com or email us at info@deltaim.com. 
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Pursuant to the provisions of Rule 206(4)-1 of the Investment Advisors Act of 1940, we advise all readers to recognize that they should not assume that 
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believed to be reliable but are not guaranteed as to accuracy or completeness.  Nicholas Atkeson and Andrew Houghton are also principals of Delta 

Investment Management, a registered investment advisor.  Clients of Delta Investment Management and individuals associated with Delta Wealth Adviser 

may have positions in and may from time to time make purchases or sales of securities mentioned herein. 
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