
 

 

 

Market Update – February 2017  
 

"I will tell you how to become rich. Close the doors. Be fearful when others are 

greedy. Be greedy when others are fearful."  - Warren Buffett 
 

Since Berkshire Hathaway just released its annual letter, we thought we would start this month’s 

market update with one of our favorite Warren Buffett quotes. Given the huge moves in equity 

markets, it could seem that the masses are lining up in the bullish camp and are starting to act a 

bit greedy. After all, the S&P 500 Index has not experienced a -1% one-day correction since 

October, and equity markets across the globe continued to push higher in February1.  Global 

equities, as defined by the MSCI ACWI Index, were up about +2.5% on the month and are now 

up +5.5% year-to-date.  US equities modestly outperformed in February, and are up nearly +6% 

on the year.  Over the past twelve months (which no longer takes into account a significant 

market drawdown in early 2016), global equities are now up over +20%, and we are now into the 

9th year of a bull market.     

 

So is it time to get fearful? We don’t think so. We would, however, expect heightened volatility in 

the months ahead, and believe it is prudent and timely to rebalance portfolios so that we can 

be in a position to play offense if equity markets experience a swift correction (when others are 

fearful).  Beyond the potential for near-term choppiness, our views have not changed.  We 

remain constructive on both the global economy (more on this later, as things seem to be 

heating up) and equities, and would not make any significant asset allocation changes in the 

current environment, assuming that nothing has changed in your personal circumstances.  

 

As we discussed in last month’s market update, we do think there will come a time when making 

changes – whether more tactical or strategic/long-term in nature – will make sense; we just 

don’t see compelling reasons to do so at this time. To be clear, we do expect considerable 

bouts of volatility throughout the year. Assuming our strategic outlook has not changed, we 

would advocate an active rebalancing approach: increasing equity exposure in the face of 

market selloffs, and trimming exposure following rallies. We will be working closely with clients to 

make sure their current asset allocation truly meets their “sleep at night comfort level” in what 

could be a volatile period.  While we haven’t seen much volatility in recent months, we remind 

investors that the S&P 500 Index has experienced an average intra-year decline of -14% 

since1980!2  Investors that moved to the sidelines in the midst of those declines have often times 

decreased the odds of meeting longer term goals and objectives.  As such, we continue to 

recommend maintaining a broadly diversified portfolio, tolerating volatility to the extent you are 

able, and keeping your long-term objectives at the forefront of your investment decisions.  

 

Our view does not seem out of line with that of Mr. Buffett, otherwise known as the Oracle of 

Omaha.  As he noted in his recently published annual letter3, “American business – and 

consequently a basket of stocks – is virtually certain to be worth far more in the years ahead. 

Innovation, productivity gains, entrepreneurial spirit and an abundance of capital will see to 

that. Ever-present naysayers may prosper by marketing their gloomy forecasts. But heaven help 

them if they act on the nonsense they peddle”.   

  

Since we discussed current equity valuations in depth in last month’s market update (we are 

certain all of you read and memorized every word, but please let us know if you’d like us to re-
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 Returns data referenced throughout are sourced from Yahoo Finance 
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 Source: J.P. Morgan Asset Management, FactSet, Standard & Poor’s 
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send), we thought we would discuss the global economy and company-specific fundamentals. 

We are seeing broad-based economic strength, generally across sectors and countries. If the 

Trump administration can execute in timely fashion on its pro-growth policies and reforms, at a 

time when global economic data is inflecting positively, it’s conceivable to get back to the >3% 

real GDP growth that we haven’t seen in well over a decade.   

 

According to Factset, 65% of S&P 500 companies beat earnings estimates in the fourth quarter, 

and 53% beat revenue estimates.  This was the first time the index has experienced year over 

year earnings growth for two consecutive quarters since late 2014. On the revenue side, the 

index delivered year-over-year growth of approximately +5%, the strongest since early 2012. For 

the full year 2017, analysts are now predicting earnings growth of nearly +10%.     

 

As detailed in the following chart, the Institute of Supply Management (“ISM”) Manufacturing 

Index for the month of February just hit its highest level since 2014. The data, which is released 

each month, is the collective response from more than 300 manufacturing firms nationwide, 

diversified by industry. The surveys touch on 19 different categories, including trends, new orders, 

production, employment, inventories, backlog, to name several.     

 

 

Source: Bespoke Investment Group 

 

Lastly, small business optimism, as measured by the National Federation of Independent Business 

(“NFIB”), leapt to levels not seen since the mid-2000s, as seen in the chart below. Anecdotally, 

this aligns with several conversations we have had of late with business owners that have 

witnessed a dramatic pickup in business following the election.      
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Fun Facts of the Month: 

Technology stocks have been on a tear this year, up approximately +10%; here are some interesting data 

points that have caught our attention in Tech land… 

 Who’s smarter – Warren Buffett or Al Gore?  Gore, who is an Apple Board member, unloaded nearly 

$40 million worth of Apple stock in recent months. According to an interview on CNBC, Buffett 

noted that Berkshire more than doubled its Apple stake since the start of the year. He also 

predicted that Apple would likely beat Berkshire to reach a $1 trillion market valuation.  Berkshire’s 

stake is now worth a staggering $18 billion4.  Ironically, the Oracle of Omaha does not have an 

iPhone.   

 Oh, Snap!  Snap Inc., the parent company of popular disappearing photo-messaging service 

Snapchat, very recently completed its Initial Public Offering and now commands a market 

valuation of over $30 billion.  While the company boasts 160 million active users, revenue was only 

$400 million in 2016, and it has failed to come anywhere near delivering a profit5.  Investors are 

clearly betting the sky high valuation won’t disappear nearly as fast as its photos! 

 That’s some stable of Unicorns…  According to Techcrunch.com, there are now 224 companies 

that can claim “unicorn” status, or private companies are valued at over $1 billion. Collectively, 

these companies have raised $135 billion from investors and are now valued at nearly $800 million.  

Uber tops the charts, having last raised money in mid-2016 at a valuation $62.5 billion.   

 

 

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

comments! 

 

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-1729426-030817  
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 Source: Yahoo Finance and www.snapchat.com 


