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November 30th, 2019 

In this strategy briefing… 
With the 2019 Holiday Season upon us and after a rip-roaring rally this 

year, it’s time to count our blessings. Below I list the four things that 

I’m thankful for in 2019, which I believe support the probability that 

favor a Standard & Poor’s 500 index should finish above 3,200 before 

the year is out – Strategy – Page 3 
 

This week’s focus chart is Amazon (AMZN), which shows very similar 

technical traits to those taking root in other growth stocks that 

accelerated recently. Weekly momentum (top panel), tracking 1-2 

quarter shifts, is turning up from oversold levels as price bottoms at 

key price support between 1566-1685 – Technical – Page 8 
 

The first part of the week had up markets based on positive trade 

comments from both Beijing and Washington despite that tension over 

the Hong Kong legislation.  Both sides would like to see enough 

progress on the Phase One agreement as to allow the US to cancel 

the consumer tariffs scheduled for December 15.  A breakthrough is 

possible even with the Chinese pushback from the US legislation  – 

Policy – Page 10 

 

FS Insight Investment Views 

Near Term 

View: 
PMIs bottoming, 3 rate cuts done, 

upturn in sentiment = very bullish. 

Stick with cyclicals, avoid defensives 

 

YE Target: 3,185 (YE P/E 17.5x · 2020 EPS $182) 

Style: Cyclical, US better than RoW 

 

 

Granny 

shots: 

GOOG, AAPL, AMP, BF/B, FB, TSLA, 

XLNX, AMGN, AMZN, AXP, BKNG, 

CMI, CSCO, EBAY, GRMN, MNST, 

NKE, NVDA, PM, PYPL, ROK  
 

Additions:  

Deletions: 

 

 

The Wall Street Debrief 

 

Stocks Equities Rampaging Bull Doesn’t Pause For Thanksgiving; Records Set 

Not even a holiday-shortened week of somnambulant trading could stop this powerful 

2019 bull market, now up over 25% for the year.  You want something to be thankful 

for? How about a record close every day last week each day the market was open but 

Friday. How about sentiment that seems to have improved mightily over the past 30 

days.  As we’ll point out below, history supports the bull continuing through the end of 

the year.   

All this while the rest of us got ready for the holiday. Not bad at all, considering how 

awfully negative most folks were just 45 days ago.  The Standard & Poor’s 500 index 

(SPX) is up about 25.5% year to date. If that’s where it finishes it will be the best year 

since 2013. 

The proximate cause for all this celebrating can be attributed to a few fundamental 

things, but really I think that there has been a significant change in sentiment.  You can 

almost smell it. That’s often just as important as fundamentals. FOMO is rising, fear of 

missing out, and investors are duly putting cash to work.  

What are the fundamentals?  First, America’s gross domestic product (GDP) numbers 

have perked up, not by much but the direction is important.  Remember, we’re talking 

sentiment here.  The Commerce Dept. said third-quarter gross domestic product was 

revised to 2.1% from 1.9% and October durable-goods orders rose more than expected. 

Also, jobless claims for last week fell.  Check. 

Second, the back and forth chatter about the trade talks between the U.S. and China 

seem to have shifted more to when will the Phase 1 deal be signed, not if.  Yes, the 

President continues to give us a tweet-by-tweet coverage, which is occasionally 

destabilizing.  More importantly, the comments from the China side appear to confirm 
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a deal is coming.  The tendency is increasingly positive.  Unsurprisingly, the market 

reacts.  

Want more support for a deal? It appears that not even a potentially embarrassing 

diplomatic kerfuffle will stop it.  Last week, the President was basically forced to sign a 

Congressional bill supporting the pro-democracy parties in Hong Kong, which 

“enraged” the Chinese.  But as our intrepid D.C. analyst notes, the whole thing might 

have been for show. For more on this see page 10.  

The technical underpinnings to this bull market and past history indicate that we will 

have a pretty good yearend as well, something this house has been suggesting for quite 

some time.  About three quarters of the stocks in the SPX are above their 200 day 

moving averages, up from half one year ago.  Then there’s rotation, a key extender of 

any bull market.  It’s not just tech.  Cyclicals and industrials are rising, as well. That does 

wonders for investors’ confidence about the economy, too.  

Here’s the history. First, I’ll note again that the November-April period has proven to be 

the best period for stocks over a century. Second, there’s plenty of data from Bespoke 

Investment Group that shore up a bullish position.  For example, the SPX has notched a 

dozen or so record highs in the past month. This sort of concentration in a short period 

of time was followed by strong forward returns.  

According to Bespoke, in the 13 prior periods where the SPX posted ten or more record 

closing highs in a 20-trading day period (and there were no prior occurrences in the 

prior 12 months), the three months that followed saw an average gain of 2.7% (median: 

3.3%) with gains 85% of the time.  Six months later, the average gain was 5.9% (median: 

6.9%) with gains in all but two periods.  One year later, the SPX  saw an average 8.1% 

rise (median: 10.7%) with positive moves 77% of the time.  

Comparing these average and median returns to all periods since 1945 shows that in 

most cases the S&P 500's forward returns were modestly better than average.  The latter 

speaks to how good the November and December months are for the stock market in 

general. This year’s gain is the strongest through Thanksgiving since the 26.7% move 

experienced in 2013, and it’s the 14th biggest gain through Thanksgiving on record for 

the index going back to 1928. 

Long may the bull live on. 

Quote of the Week: From the WSJ: The strength of the American consumer as a driving 

force behind the economy was on display during the annual Black Friday ritual, as 

shoppers headed to malls and visited websites looking for deals. Online sales on 

Thanksgiving Day were up 20% from a year ago and reached $2.1 billion as of 5 p.m. 

ET, according to Adobe Analytics. About 46% of those purchases were made on mobile 

devices, up from 34% a year ago. 

Questions? Contact Vito J. Racanelli at vito.racanelli@fsinsight.com or 212 293 7137. 

Or go to www.fsinsight.com. 
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The View from Thomas Lee (Equity Strategy) 

 

Four Things Investors Should Be Thankful For in 2019 

With the 2019 Holiday Season upon us and after a rip-roaring rally so far this year, it’s 

time to count our blessings, so to speak. It’s perhaps doubly imperative when you think 

back to how gloomy most market strategists—except this house—were one year ago. It 

looked like the sky was falling back then.  It didn’t.   

Below I list the four things that I’m thankful for in 2019, which I believe support the 

probability that favor a Standard & Poor’s 500 index finish above 3,200 before the year 

is out.   

First, however, a holiday message for our clients and subscribers. As we move into the 

final weeks of 2019, we owe gratitude and thanks to many. I especially want to thank 

you all for your continued support, without which we could not be in business. It’s nice 

to celebrate five years of operation, with clients and readers in 16 countries! Thanks for 

sticking with us in 2019 and we believe 2020 will be even better. 

OK, so what are the four things to be most thankful for in 2019? 

● The Federal Reserve Board Chairman Jerome Powell fixed the yield curve. Don’t fight 

the Fed, and they have been supportive (this year) of risky assets. Remember, the Fed 

remains the single most powerful market entity in the world. And the U.S. Treasury 

bond yield curve is now normalized across the term structure. 

●China and U.S. finally realize “Trump-Xi partnering.”   I believe both sides are 

genuinely focused on getting a trade deal done by end of this year. While this remains 

uncertain, “waiting out 2020 elections” is now proving 

to be a risky strategy for the Middle Kingdom, since 

President Donald Trump likely looks strong into 2020 

and the Democrats would be even potentially harsher on 

trade.  

●  Despite the “ Recession-mania ”  and the 

Armageddonistas in the media, U.S. consumers ignored 

them. Fortunately, they remained optimistic despite 

pervasive gloom. Michael Cembalest, JPMorgan Asset 

Management Vice Chairman, wrote a great commentary 

on November 12 regarding the surprising boldness of 

those doomsayers and how negativity and gloom is good 

for their business (see the following link): 

https://am.jpmorgan.com/gi/getdoc/1383648210719).  

 

In fact, one such economist makes this statement in a recent Financial Post article (see 

link:) (https://business.financialpost.com/news/fp-street/im-chasing-a-lifelong-

dream-david-rosenberg-says-opening-his-own-shop-not-a-response-to-onex-

takeover. 

● As I have pointed out in previous reports, the prescient powers of the credit market—

the slope of the U.S. Treasury 10-year-30-year yield spread—foretold in January that 

2019 would likely be a repeat of 2009. James Carville, a well-known Democratic 
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strategist, famously once said if he were reincarnated, he wanted to “be the bond 

market” because it can intimidate everybody. 

                                                                                              

The U.S. bond market made two prophetic calls this year. At the start of 2019, the high-

yield market told us stocks should rise 25% (correct) and the long-term yield curve told 

us Purchasing Managers’ Indexes would bottom in the fall of 2019 (also correct). 

Bottom line: I see equities breaking to upside after “going nowhere” for some 20 

months. In the past, “going nowhere for 20 months” has happened three times since 

1945. The market is batting 1.000: in three of three instances, upside breakout averaged 

50% gains in next 24 months.  

A Happy Thanksgiving to All. 
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Figure: Comparative matrix of risk/reward drivers in 2019 
Per FS Insight 

  

Figure: FS Insight Portfolio Strategy Summary - Relative to S&P 500 
** Performance is calculated since strategy introduction, 1/10/2019 

 

 

 

Source: FS Insight, Bloomberg 
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Fed Watch 

 

Fed Admits It Got 2018 Wrong, Takes Credit for 2019 Rebound 

While it was a mostly quiet week in terms of Federal Reserve Board news, the chairman 

is no slacker. In a speech last week, Jerome Powell revealed that his fellow policymakers 

at the Fed had concluded that the economy wasn’t as strong in 2019 as the Fed believed 

it would be when it raised interest rates in 2018.  Hence it cut rates again this year.   

Hmmm. That sounds like the Fed was wrong, but it doesn’t sound like the august 

central bank is admitting it. Maybe because to do so would only embolden President 

Donald Trump’s thunderbolts of criticism. Anyway, the central bank has all but said it 

is finished with rate cutting for the time being.  Of course, since it was wrong before it 

could be wrong again…oh, never mind.  

“Monetary policy is now well positioned to support a strong labor market and return 

inflation decisively to” the Fed’s 2% target,” Powell said.  He added that the economic 

outlook had remained favorable this year largely because the Fed had quickly adjusted 

its policy stance.  

Right. Well, I don’t see any admission that maybe it shouldn’t have raised rates in 2018. 

Do you?  But what do I know?  Powell said he sees saw no reason why the decade long 

economic expansion couldn’t continue. 

The Commerce Dept. said Wednesday that the economy grew 2.1% in the third quarter, 

an upward revision from the previous 1.9%. The price index for personal-consumption 

expenditures rose 1.3% year-over-year in October, flat from September.  On a monthly 

basis, the index rose 0.2%. The core PCE index, which excludes volatile food and energy 

prices, moved up 1.6 % on a year-over-year basis in October. 

Growth in the fourth quarter looks to be below the pace seen in the prior two quarters. 

Forecasting firm Macroeconomic Advisers on Wednesday projected GDP would expand 

at a 1.8% pace in the fourth quarter. Oxford Economics expects a 1.6% pace. 

Separately, the New York Fed continues to add liquidity to the money markets, with 

tens of billions in temporary liquidity to the financial system on Wednesday, through 

the use of repos. 

Bottom Line: The Fed’s on hold until further notice. The economy is in a “good place.” 

The CME Fed futures market, which has a good predictive track record about rates, 

showed investors expect the Fed funds rate to be untouched at yearend. 

The U.S. Treasury 10-yr note yield was around 1.77% unchanged from last week and 

below 1.5% in September. 

Upcoming:  12/10-11 - FOMC meeting. No action expected.  
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GRANNY SHOTS: Best bets in 2019  

 

Below we’ve highlighted stocks that we recommend across at least two of our 

investment strategies for 2019. These companies could benefit from multiple themes 

and secular tailwinds – clear picks in our view for the first half of the year. 

 

 

 

 

 

Figure: Granny Shots are the “best of the best” 
Stocks which appear in multiple themes. Source: FS Insight  

 

Figure: Granny Shots Portfolio Performance 
Monthly. Source: FS Insight. FactSet as of 11/26/19. 
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Figure: Intersection of investment recommendations by strategy 
As of 11/27/19, source: FS Insight, FactSet  

 

 

The stocks in the Granny Shots portfolio collectively outperformed the S&P 500 by 700 

bps since its inception (S&P 500 is up 19.7% during the same period).  
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1 GOOG Alphabet Inc $844,230 1.0% 28.3x • • • • • 5

2 AAPL Apple Inc $1,190,084 44.0% 22.5x • • • • 4

3 AMP Ameriprise Financial Inc $20,701 30.7% 10.1x • • • 3

4 BF/B Brown-Forman Corp $32,199 18.6% 38.3x • • • 3

5 FB Facebook Inc $486,107 28.3% 31.7x • • • 3

6 TSLA Tesla Inc $59,713 (26.3%) N/A • • • 3

7 XLNX Xilinx Inc $23,474 (16.2%) 28.6x • • • 3

8 AMGN Amgen Inc $139,360 (5.3%) 16.2x • • 2

9 AMZN Amazon.Com Inc $901,612 (4.7%) 87.8x • • 2

10 AXP American Express Co $98,463 0.4% 15.1x • • 2

11 BKNG Booking Holdings Inc $79,796 (15.1%) 18.8x • • 2

12 CMI Cummins Inc $28,314 12.5% 12.4x • • 2

13 CSCO Cisco Systems Inc $191,920 (21.4%) 14.6x • • 2

14 EBAY Ebay Inc $29,165 1.9% 12.9x • • 2

15 GRMN Garmin Ltd $18,657 29.2% 23.2x • • 2

16 MNST Monster Beverage Corp $32,309 (3.7%) 29.4x • • 2

17 NKE Nike Inc $117,301 1.2% 31.7x • • 2

18 NVDA Nvidia Corp $133,563 37.7% 39.1x • • 2

19 PM Philip Morris International In $128,329 (2.3%) 15.8x • • 2

20 PYPL Paypal Holdings Inc $126,519 2.3% 35.3x • • 2

21 ROK Rockwell Automation Inc $22,696 4.7% 22.7x • • 2

Average (relative to S&P 500) $224,024 5.6% 26.7x

Median (relative to S&P 500) $98,463 1.2% 22.9x
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Technicals: Robert Sluymer 

 

After a Pause through 2019, Amazon Stock Begins New Up Leg 

The S&P 500 index extended its Q4 uptrend last week, following a short pullback and 

rally from first support at its 15-day moving average. After a 10% rally from the 

October lows a near-term pullback should not be a surprise. However, many clients are 

asking where trading support is and how deep a pullback could develop.  

First trading support is between the 15-day moving average (3108), which serves as 

reasonable proxy for the S&P’s short-term trend, and the recent lows at 3090. Below 

those levels, which is a 1.5-2% decline, the next support can be found near the summer 

2019 highs at 3025. This conveniently lines up with the widely followed rising 50-day 

moving average for an overall pullback of 4%.  

Should some future near-term event trigger a correction, my expectation is that it will 

likely be contained in a -2 to -4% band. I view pullbacks as an opportunity to increase 

equity exposure to both growth and cyclical stocks given the weekly momentum 

indicators, tracking the more important 1-2 quarter shifts, suggest further upside into 

mid-late Q120.  

One characteristic of a bull market is that leadership is often passed from one group to 

another, similar to a baton-relay race. One group accelerates, becomes overbought and 

pauses, and leadership passes to another group that begins to accelerate after having 

paused for many weeks. The Chinese internet stocks, Netease (NTES), Alibaba (BABA) 

and Tencent Holdings (TCEHY), highlighted in this space on Nov. 11, are good examples 

of ongoing rotation.  

 

This week’s focus chart is Amazon (AMZN), which shows very similar technical traits 

to those taking root in other growth stocks that accelerated recently. Weekly 

momentum (top panel), tracking 1-2 quarter shifts, is turning up from oversold levels 

as price bottoms at key price support between 1566-1685. First resistance is close by at 

the Q3 highs (1853) followed by the Q2 highs at 2035. Relative performance versus the 

S&P 500 (bottom panel) has been weak over the past 3-4 months as AMZN’s price 
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corrected but is now showing early evidence of reversing to the upside. Use near-term 

weakness to accumulate. 

Noteworthy 

Sector leadership remains mostly unchanged with technology’s relative uptrend intact 

while energy and materials continue to trend in the opposite direction probing new 

lows. Note the consumer discretionary sector is beginning to bottom, after lagging 

through most of 2H 2019 driven by an upturn in AMZN.  The long-term relative 

performance trend for defensive sectors, such as staples and utilities, remain negative 

but are becoming oversold short-term.   In contrast, financials and industrials are likely 

near a short-term pause following their October-November rebounds. 

Figure: Rob’s Weekly Sector Review 
Source: FS Insight, Factset 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure: Best and worst performance sectors over past 3 months 
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Views on Washington Policy from Tom Block 

 

China Protests HK Bill but Trade Breakthrough Still Possible 

During the slow news period around Thanksgiving, President Donald Trump signed the 

legislation supporting protesters in Hong Kong. In the hopes of keeping it quiet, there 

was no signing ceremony with the President holding up the signed bill and smiling.  

Nevertheless, it didn’t work, at least on the surface as a furious China called in the U.S. 

ambassador for a verbal lashing, saying it amounted to interference in an internal 

Chinese matter. 

Me thinks China doth protest too much.  I suspect the protest was orchestrated by both 

sides, as Washington briefed China over the President’s decision to sign the Hong Kong 

bills.  Since the bills had strong, veto proof majorities in both the House and Senate, the 

President realized that he had no choice but to sign the bills.  Being overridden by the 

Republican Senate would have not only embarrassed the President but be a bigger black 

eye for China. 

The first part of the week had up markets based on positive trade comments from both 

Beijing and Washington despite that tension over the Hong Kong legislation.  Both sides 

would like to see enough progress on the Phase One agreement as to allow the US to 

cancel the consumer tariffs scheduled for December 15.  A breakthrough is possible 

even with the Chinese pushback from the US legislation. 

Budget 

Next week when Congress returns, sorting out the spending for the current fiscal year 

will become a high priority as the House and Senate try to work out funding for the 

largest domestic programs and the Defense Department.   

These talks will avoid any action on funding the border wall,  to allow passage of 

budgets for the largest departments of government prior to the new deadline of 

December 22. This strategy funds defense and top Democratic domestic spending 

priorities but leaves unsettled funding for the border wall, and the prospect of a limited 

government shutdown around Christmas.  

 

 

 

  

 

L. Thomas Block 
Washington and Policy Strategist 

Formerly Global Head of Government 

Relations at J.P. Morgan for 21 years, 

and previously served as Legislative 

Assistant and Chief of Staff in the 

House, and Legislative Staff Director  

in the Senate 

    
 

           @TomBlock_FS 

L. Thomas Block, Washington and Policy Strategist 

https://twitter.com/TomBlock_FS
https://twitter.com/TomBlock_FS


 

 

 

FSINSIGHT | www.fsinsight.com                                                                                                                                          11/30/2019 | Page 12 

Figure: Top Trump Tweets 

 

 
 
 

 

 

 

 

 

 

Economic Calendar 

From 12/2/19 – 12/6/19 

NEXT WEEK'S MAJOR U.S. ECONOMIC REPORTS & FED SPEAKERS 

TIME (ET) REPORT PERIOD PREVIOUS 

MONDAY, DEC. 2 

9:45 AM MARKIT MANUFACTURING PMI NOV.  52.2 

10 AM ISM MANUFACTURING INDEX NOV.  48.3% 

10 AM CONSTRUCTION SPENDING OCT.  0.5% 

TUESDAY, DEC. 3 

VARIES MOTOR VEHICLE SALES NOV.  16.5 MLN 

WEDNESDAY, DEC. 4 

8:15 AM ADP EMPLOYMENT NOV. 125,000 

9:45 AM MARKIT SERVICES PMI NOV.  51.6 

10 AM ISM NONMANUFACTURING INDEX NOV.  54.7 

THURSDAY, DEC. 5 

8:30 AM WEEKLY JOBLESS CLAIMS 11/30 - 

8:30 AM TRADE DEFICIT OCT. -$52.5BLN 

10 AM FACTORY ORDERS OCT.  -0.6% 

FRIDAY, DEC. 6 

8:30 AM NONFARM PAYROLLS NOV.  128,000 

8:30 AM UNEMPLOYMENT RATE NOV.  3.6% 

8:30 AM AVERAGE HOURLY EARNINGS NOV.  0.2% 

10 AM CONSUMER SENTIMENT INDEX DEC.  96.8 

10 AM WHOLESALE INVENTORIES OCT.  -0.4% 

3 PM CONSUMER CREDIT OCT.  $9 BLN 
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