
 

 

 

Market Update – May 2017  
By Greg Stalsberg, Chief Investment Officer, Ryan Financial Group 

 

Summary: 

 Investors ignored the fabled “Sell in May and Go Away” advice, lifting equity markets 

higher across the globe.  

 Major US indices set record highs, despite weakening in certain key economic indicators.   

 International and Emerging Markets expand their lead on US equities year-to-date. 

 Growth-oriented sectors continue to outperform those that tend to be more cyclical in 

nature.  Technology stocks, in particular, are on fire – up nearly +20% on the year! 

 Bond investors have taken an opposing view on economic growth and inflation, bidding 

up prices and driving interest rates lower.      

 All signs point to the Federal Reserve raising interest rates (for the second time this year) 

at its upcoming meeting in mid-June.   

 Economic data outside the US remains strong. 

 

Equities: 

Coming into May, many market pundits were making the case that investors should pay 

homage to the old adage, “Sell in May and Go Away”. For those that aren’t stock market 

junkies, this adage refers to a well-known trading strategy that attempts to time the market by 

moving to the sidelines for the period of May through November. While we guessed the Wall 

Street types just used this as a good excuse to hang out in the Hamptons all summer long, history 

does show that there has been some truth to this adage. According to CNBC, which referenced 

a study by Yale and Jeff Hirsch, the S&P 500 Index has exhibited heightened volatility and only 

generated returns of +0.4% in the May through October period since 1950. In stark contrast, 

gains in the November to April period averaged an impressive +7.4%.  

While these fun facts are compelling and sure to provide some great cocktail party 

conversations, we would point out that this does not take into account real world constraints 

such as transaction costs and taxes, and it doesn’t always hold true. Case in point was this year’s 

May performance, a very good one for equities across the globe.  Additionally, we ran across 

some great work by Ryan Detrick, Senior Market Strategist at LPL Research that is sure to keep 

the bulls excited (and invested) – he looked at years when the market was up at least +7.5% in 

the first 100 trading days, as is the case in 2017.  This has happened 23 times since 1950. Notably, 

the market finished the year in positive territory all 23 times, and produced an average return of 

+23%!  We don’t ascribe any particular significance to the +7.5% threshold or the 100 trading 

days, but it does show that, historically, it has not been prudent to sell just because the market 

started the year with meaningful gains.  

We remain constructive on equities overall, but believe the risk/reward is becoming more 

balanced, particularly in the U.S., due to several factors: valuations are at or near historical highs 

(but still nowhere near the crazy level of the late 90s), profit margins seem to be peaking, some 

economic measures have deteriorated modestly, investor complacency is high, we haven’t 

witnessed much at all in the way of market volatility for many months, and Washington is unlikely 



to get much accomplished in terms of market-friendly reform over the balance of the year. On 

the flip side (and why we aren’t calling for a meaningful reduction in strategic asset allocation 

targets), equities remain attractive relative to bonds, recent company-specific fundamental 

results yielded the largest “beat” relative to expectations in several years1, business confidence 

remains high, and investor sentiment remains stubbornly depressed.   

As we have noted in the last few market updates, we remain more excited about opportunities 

abroad in equities for three primary reasons: 1) valuations are more attractive, 2) fundamentals 

are encouraging and there is more room for profit expansion, and 3) investor sentiment is 

improving and fund flows into the region are accelerating.  In contrast to the US, where markets 

are arguably more efficient, we tend to emphasize active funds (versus “passive” index funds) 

overseas, preferring institutional-caliber managers with deep experience in the space.       

Global equities, as represented by the MSCI ACWI Index, returned +2.2% in May, expanding 

year-to-date results to a very impressive +11%2. The S&P 500 Index, for perspective, is now up 

+8.7% on the year1. Similar to the first quarter and April, growth-oriented sectors continue to lead 

the charge. The tech-heavy Nasdaq Index is now up nearly +20% year-to-date and +30% over 

the past twelve months2. Value-oriented sectors, most notably Financials and Energy, lagged 

again in May and have failed to keep pace this year following big election-driven rallies in the 

fourth quarter of 2016.  Within the Russell 1000 Index (the largest 1000 companies by market cap 

in the US), growth companies have outperformed value companies by more than +11% this 

year2. Apple, Amazon, and Google, three of the most-loved and largest contributors to this 

outperformance, are all up over +25% this year2.   

 

Fixed Income: 

While all signs point to the Fed marching down the path of additional rate hikes (a hike at the 

mid-June meeting is largely being viewed as a certainty), interest rates moved lower in May, 

reflecting an interesting divergence in views in regards to economic growth between bond and 

equity investors. The US 10-year Treasury yield, which started the second quarter at 2.4%, ended 

at 2.2%. This led to gains of +0.8% in the Bloomberg Barclays US Aggregate Index in April (interest 

rates move lower as bond prices move higher), lifting year-to-date results to +2.4%2. Our views on 

Fixed Income remain muted.  While we do not think interest rates are going to spike higher in the 

near-term, we do not believe investors are being compensated adequately for the level of risks 

in most traditional Fixed Income strategies. As a result, we are proponents of complementing 

traditional exposures with strategies that have little in common with most US-focused Fixed 

Income benchmarks (which have significant exposure to low-yielding government securities that 

carry meaningful interest rate risk).               
 

 

Economic Data: 

Broadly speaking, the outlook for the world economy remains strong.  Business and consumer 

confidence generally remains strong across the globe, even in the face of political uncertainty 

and heightened geopolitical risks.  The US economy remains on solid footing, but hopes of GDP 

growth accelerating to the ~3% range (as promised by the Trump Administration) are fading, 

and the glass-half-empty-types are pointing to weakening trends in auto sales and housing. The 
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recent jobs report missed expectations in terms of new job growth (138,000 jobs were added 

relative to expectations near 180,000), but the jobless rate fell to 4.3%, a 16-year low3.   
         

Fun Facts of the Month: 

Bitcoin: Fad, Fake, or Currency of the Future? 

 We fashion ourselves as somewhat intelligent folks…especially as it relates to anything in 

the financial world, but this Bitcoin craze has scratching our heads – we don’t really get 

it!  Judging by the meteoric rise in the price of the digital currency, however, someone 

thinks they do...   

 The price of a Bitcoin, which was launched in 2009 has tripled this year and nearly hit 

$3,0004…despite not being controlled by any entity, regulatory body, or country. Instead, 

it is maintained by a decentralized network of computers, designed to match users 

without needing any middlemen such as banks.  Similar to the housing market in Toronto 

(which we wrote about last month)…what could go wrong?    

 To be fair, it does seem like some regulators across the globe are beginning to recognize 

Bitcoin as a legitimate payment method…and the number of daily transactions on the 

network is now measured in the hundreds of thousands4.   

 The last time Bitcoin seemed to get as much media attention was late 2013…just after the 

price had shot up 10x in a quick 6-month period to a price close to $1,000.  Fast forward 

less than two months, and the price had been cut in half!  While we understand there 

may be a need for a digital currency, we hope Bitcoiners can tolerate a bumpy ride…     

 

As always, please don’t hesitate to shoot us an email or give us a call if you have any questions 

or comments.  Enjoy the summer! 

 

Sincerely, 

 

Ryan Financial Group 

 

It is not possible to invest directly in any index. The performance of an unmanaged index is not indicative of 

the performance of any particular investment. The performance of an index assumes no transaction costs, 

taxes, management fees, or other expenses. Past performance does not guarantee future results.  

This information is an assessment of the market environment at a particular point in time and is not intended 

to be a forecast of future events or a guarantee of future results. This information should not be construed 

as research or investment advice or as a solicitation to buy or sell any securities. Statements regarding 

future prospects may not be realized and may differ materially from actual events or results. Past 

performance does not guarantee future results.  

Lincoln Financial Advisors Corp. and its representatives do not provide legal or tax advice. You may want 

to consult a legal or tax advisor regarding any legal or tax information as it relates to your personal 

circumstances.   

Registered associates of Ryan Financial Group are registered representatives of Lincoln Financial Advisors 

Corp. Securities and investment advisory services offered through Lincoln Financial Advisors Corp., a 

broker/dealer (member SIPC) and registered investment advisor. Insurance offered through Lincoln 

affiliates and other fine companies. Ryan Financial Group is not an affiliate of Lincoln Financial Advisors 

Corp. CRN-1816677-060817 
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