
  

 

 
We entered 2016 hedged with almost 30% cash in our tactical U.S. equity portfolios.  Since, the market has 
declined -8%.  This negative start has improved our valuation metrics which in turn switched our market 
exposure model to a more bullish position.   

Economically, we remain in a strong environment. The U.S. economy is growing, wage growth is improving, and 
the labor market is healthy. Concerns in China? Yes, China’s growth is decelerating but the correlation between 
U.S. stocks and Chinese stocks is low. Consider, from late-2014 to mid-2015, the Chinese stock market ballooned 
over 117% while the S&P 500 advanced just 7%.  

Fear, as measured by volatility, is hitting high levels not seen since August of last year (2015).  And thanks to the 
recent decline, valuation levels are the most attractive they’ve been in years. It’s important to understand that 
short-term volatility spikes are typically followed by quick rebounds, especially when the underlying data is 
positive, as it is today.  

We know the recent market move is disconcerting. But it’s vital to stay disciplined.  Our goal as an investment 
manager is to differentiate between short-term corrections (5%-15%) and the bear market risk (20%-30%).  Our 
data indicates the former. We view this as a time to add money and take advantage of the discount the market 
is currently presenting.  

Consider the two most recent 10%+ price declines… October 2014 and August 2015. Both instances displayed 
quick, rapid market declines coupled with high levels of fear and uncertainty. In both occurrences, our outlook 
remained bullish, and the market rebounded. To place the current market landscape into perspective, we 
encourage you to read our published research during each of these two recent declines. 

Click here -> October 15, 2014 Market Update Click here -> August 26, 2015 Market Update 
 

 

Graph Source: Yahoo! Finance. Data provided by Bloomberg.  

 
As always, please call or email with any questions or concerns.  800.274.5448 / info@northcoastam.com 
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Weak Start Puts Stocks on Sale 

http://www.northcoastam.com/pdf/marketupdate/20141015-MarketUpdate.pdf
http://www.northcoastam.com/pdf/marketupdate/2015_08_26_MarketUpdatePC.pdf


 

This information contained herein has been prepared by NorthCoast Asset Management, LLC (“NorthCoast”) on the 
basis of publicly available information, internally developed data and other third party sources believed to be 
reliable. NorthCoast has not sought to independently verify information obtained from public and third party sources 
and makes no representations or warranties as to accuracy, completeness or reliability of such information. All 
opinions and views constitute judgments as of the date of writing without regard to the date on which the reader 
may receive or access the information, and are subject to change at any time without notice and with no obligation 
to update. This material is for informational and illustrative purposes only and is intended solely for the information 
of those to whom it is distributed by NorthCoast. No part of this material may be reproduced or retransmitted in any 
manner without the prior written permission of NorthCoast. NorthCoast does not represent, warrant or guarantee 
that this information is suitable for any investment purpose and it should not be used as a basis for investment 
decisions.  

 
PAST PERFORMANCE DOES NOT GUARANTEE OR INDICATE FUTURE RESULTS.  
 
This material should not be viewed as a current or past recommendation or a solicitation of an offer to buy or sell any 
securities or investment products or to adopt any investment strategy. The reader should not assume that any 
investments in companies, securities, sectors, strategies and/or markets identified or described herein were or will be 
profitable and no representation is made that any investor will or is likely to achieve results comparable to those 
shown or will make any profit or will be able to avoid incurring substantial losses. Performance differences for certain 
investors may occur due to various factors, including timing of investment.  Investment return will fluctuate and may 
be volatile, especially over short time horizons.  
 
INVESTING ENTAILS RISKS, INCLUDING POSSIBLE LOSS OF SOME OR ALL OF THE INVESTOR'S PRINCIPAL.  
 
The investment views and market opinions/analyses expressed herein may not reflect those of NorthCoast as a whole 
and different views may be expressed based on different investment styles, objectives, views or philosophies. To the 
extent that these materials contain statements about the future, such statements are forward looking and subject to 
a number of risks and uncertainties.  


