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Six Stocks Are King of the Hill

As of July 10, just three stocks account for over 70% of the 2018 returns on the S&P 500
and NASDAQ 100. And 105% of the NASDAQ’s return, and 98% of the S&P 500’s return,
were due to the top six tech stocks.

% of S&P 500's /‘]’ (;’éfsfgq YTD
YTD Returns Change
Returns
Amazon 35% 41% 49%
Netflix 21% 21% 117%
Microsoft 15% 15% 19%
Apple 12% 12% 13%
Alphabet 8% 8% 11%
Facebook 8% 8% 16%
Top 3 1% 78%
Top 4 83% 90%
Top 6 98% 105%

Source: @carlquinanilla

The FAANG (plus Microsoft) market leadership story is not a new one. However, the
impact from a handful of stocks seems to be getting more prominent. This usually

doesn’t end well.

- Jake Weber, analyst, Mauldin Economics
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Tariffs Dampen Sentiment

Consumer sentiment hit a six-month low of 97.1 in July, according to the University of

Michigan’s monthly survey.

Over 50% of those in the top third of income distribution—which accounts for half of
consumer spending—said that rising trade tensions were a concern.
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Richard Curtin, the Surveys of Consumers chief economist, had this to say on the latest
reading: “The darkening cloud on the horizon, however, is due to rising concerns about
the potential negative impact of tariffs on the domestic economy.”

- Jake Weber, analyst, Mauldin Economics


https://www.cnbc.com/2018/07/13/early-consumer-sentiment-july.html
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Earnings Draw Investors’ Yawns

It’s no secret that Wall Street analysts tend to low-ball earnings estimates. Doing so
makes it easy for companies to beat expectations and helps boost stock prices over the
long run.

According to FactSet Research, 78% of companies beat analyst earnings expectations in
Q1. On average, 69% of S&P 500 companies have beat quarterly earnings forecasts since
20009.

Average return” on S&P 500 stocks after
beating or missing earnings expectations

M Beats M Misses
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2015 16 17 18

Percentage change from two trading sessions
before the announcement until two days after
Source: FactSet

Source: The Wall Street Journal

However, investors have become less impressed with earnings beats. Last quarter was
the fourth straight quarter that stocks of companies that beat forecasts gained less than
1% on average, claims FactSet.

We're in the midst of the Q2 earnings season, and this is worth keeping an eye on.

- Jake Weber, analyst, Mauldin Economics
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Global Markets Resilience

This is an informative chart on the resilience of emerging markets. The countries are
scored based on a proprietary system developed by Franklin Templeton Global Macro.
The result is a Local Markets Resilience Index (LMRI), shown below.

Q.

Local Markets Resilience by Country
(LMRI scores’ INVESTMENTS

Exhibit 1: LMRI Scores by Country
As of April 2018
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Source: Templeton Global Macro. The Local Markets Resilience Index (LMRI) is a proprietary scoring mechanism that allows us to rank/assess
emerging market countries along five different factors. There is no assurance that any projection, forecast or estimate will be realized

Source: Franklin Templeton Investments

The scores are derived from five factors:

» The quality of macroeconomic policy

« Lessons learned from past crises

» Structural reforms that improve productivity and economic growth
«  Ability to grow domestically

« Level of vulnerability to external shocks

The index reinforces the vast variance among emerging markets and the need to
understand them.

- Kevin Brekke, editor of Rational Bear
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https://www.franklintempleton.co.uk/investor/blogs-details?contentPath=en-gb/blog-posts/michael-hasenstab-update-global-markets-resilience-scores
https://www.mauldineconomics.com/about-us/kevin-brekke
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Update on Silver Market

Not to toot our own horn, but we did warn about the silver market.

In the May q issue of Charts That Matter, we showed that silver had traced out
a textbook example of a symmetrical triangle pattern. We warned that these are
continuation patterns, and the likely direction for the shiny metal was down.

$SILVER Silver - Continuous Contract (EOD) CME ® StockCharts.com
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Then in the June 20 issue, we showed that silver had a failed bullish breakout, and the

next support level was at $16.20 (blue line on chart). Well, that level failed to hold, and
silver has since sunk to the $15.80 area.

The next area of support is around $15 (red line on chart), and it looks like weak support
at that. If that level fails, there is nothing but air until $14.

Silver looks to be flapping its wings like Icarus on a hot summer afternoon. Be careful out
there!

- Kevin Brekke, editor of Rational Bear
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https://www.mauldineconomics.com/over_my_shoulder/charts-that-matter-may-7-2018
http://stockcharts.com/
https://www.mauldineconomics.com/over_my_shoulder/charts-that-matter-june-20-2018
https://www.mauldineconomics.com/about-us/kevin-brekke

CHARTS zhar MATTER

Use of this content, the Mauldin Economics website, and related sites and applications is provided under the Mauldin
Economics Terms & Conditions of Use.

Unauthorized Disclosure Prohibited

The information provided in this publication is private, privileged, and confidential information, licensed for your
sole individual use as a subscriber. Mauldin Economics reserves all rights to the content of this publication and related
materials. Forwarding, copying, disseminating, or distributing this report in whole or in part, including substantial

quotation of any portion the publication or any release of specific investment recommendations, is strictly prohibited.

Participation in such activity is grounds for immediate termination of all subscriptions of registered subscribers deemed
to be involved at Mauldin Economics’ sole discretion, may violate the copyright laws of the United States, and may
subject the violator to legal prosecution. Mauldin Economics reserves the right to monitor the use of this publication
without disclosure by any electronic means it deems necessary and may change those means without notice at any time.
If you have received this publication and are not the intended subscriber, please contact service@MauldinEconomics.

com.

Disclaimers

The Mauldin Economics website, Yield Shark, Thoughts from the Frontline, Patrick Cox’s Tech Digest , Outside the

Box, Over My Shoulder, Transformational Technology Alert, Rational Bear, The 10th Man, Connecting the Dots, Stray
Reflections, Street Freak, ETF 20/20, Macro Growth & Income Alert, and Mauldin Economics VIP are published by
Mauldin Economics, LLC. Information contained in such publications is obtained from sources believed to be reliable,
but its accuracy cannot be guaranteed. The information contained in such publications is not intended to constitute
individual investment advice and is not designed to meet your personal financial situation. The opinions expressed

in such publications are those of the publisher and are subject to change without notice. The information in such
publications may become outdated and there is no obligation to update any such information. You are advised to discuss
with your financial advisers your investment options and whether any investment is suitable for your specific needs

prior to making any investments.

John Mauldin, Mauldin Economics, LLC and other entities in which he has an interest, employees, officers, family, and
associates may from time to time have positions in the securities or commodities covered in these publications or web
site. Corporate policies are in effect that attempt to avoid potential conflicts of interest and resolve conflicts of interest

that do arise in a timely fashion.

Mauldin Economics, LLC reserves the right to cancel any subscription at any time, and if it does so it will promptly
refund to the subscriber the amount of the subscription payment previously received relating to the remaining
subscription period. Cancellation of a subscription may result from any unauthorized use or reproduction or
rebroadcast of any Mauldin Economics publication or website, any infringement or misappropriation of Mauldin

Economics, LLC’s proprietary rights, or any other reason determined in the sole discretion of Mauldin Economics, LLC.

Affiliate Notice

Mauldin Economics has affiliate agreements in place that may include fee sharing. If you have a website or newsletter
and would like to be considered for inclusion in the Mauldin Economics affiliate program, please go to http://affiliates.
ggcpublishing.com/ Likewise, from time to time Mauldin Economics may engage in affiliate programs offered by
other companies, though corporate policy firmly dictates that such agreements will have no influence on any product
or service recommendations, nor alter the pricing that would otherwise be available in absence of such an agreement.
As always, it is important that you do your own due diligence before transacting any business with any firm, for any

product or service.

© Copyright 2018 by Mauldin Economics, LLC.

MAULDIN n


http://mauldineconomics.com/terms-of-use/
http://mauldineconomics.com/terms-of-use/
mailto:service%40MauldinEconomics.com?subject=
mailto:service%40MauldinEconomics.com?subject=
http://affiliates.ggcpublishing.com/

