How do we know whether or not it’s time to sell?
Last week’s drop in the S&P 500® marks the 27th 5%+ pullback of this bull market and the
third of 2018. We do not take these market moves lightly, but it is also important to put
them into context — both relative to history and relative to the fundamentals. 5%+
pullbacks have historically occurred three times per year going back to 1928. Of those, less
than 20% turned into 15% corrections and roughly 10% turned into full-blown bear
markets. Given the frequency of short-term pullbacks, we rely heavily on the fundamentals
to help us determine whether or not to sell.
S&P 500® pullbacks of more than 5% since 1928
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Source: Richard Bernstein Advisors LLC, Bloomberg

We believe that in order for this pullback to turn into a bear market, we would need to see
signs of a profits recession, significant tightening up of liquidity and/or unrealistically
bullish investor expectations. We see none of these signals today. While overseas profit
fundamentals have slowed, we think investors may still be underestimating the nominal
profit growth potential here in the US. Meanwhile, liquidity remains ample and the fears of
a 2008 repeat remain.
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For more information About Dan Suzuki, please click here.
Recent & Related articles:
From Fiscal Cliff to Trade Wars
Madonna, hair bands and protectionism
Putting big, scary tariff numbers into context
What about the other 80%?
China: not just another emerging market

Dan Suzuki is registered with Foreside Fund Services, LLC which is not affiliated with Richard Bernstein Advisors LLC or its affiliates.
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