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This summary is provided by BMT Wealth Management. 

 

 

Where the Air Is Thin 

Equity market indices in the United States 
continued their post-election euphoric march to 
new highs last week. They have been propelled 
by prospects of fiscal stimulus and faster 
economic growth, along with an anticipated 
reduction in a variety of regulations.  

The narrow Dow Jones Industrial Average is 
flirting with 20,000 for the first time in history, 
having closed within 1.2% of that level on Friday 
(Dec. 9). It is well documented that the Index’s 
financial constituents have been the main driver 
of the Dow’s 8% move to this rarefied altitude 
since the Nov. 8 elections. Through Friday, three 
stocks – Goldman Sachs (GS), Caterpillar (CAT), 
and United Health Group (UNH) – have 
accounted for 40% of the Index’s 13% rise year-
to-date.  

The broad S&P 500 Index has risen 5.8% since 
the Nov. 8 Election Day close. The tech-laden 
Nasdaq Composite is ahead 4.8%, as the 
Information Technology sector has lagged in the 
market advance. The rise in interest rates and 
the associated strength in the U.S. greenback 
have created headwinds for companies, such as 
those in the tech sector, that derive a high 
proportion of their earnings from foreign 
sources (relative to their market values). 

Digging Deeper 

Taking a slightly deeper dive into the general 
market index, data reveals some interesting 

dynamics as to the recent performance by 
market capitalization (cap). As the graph below 
illustrates, the Russell 2000 Index (orange line) of 
smaller-cap stocks, which has also hit a new high, 
has been the best-performing market cap 
stratum over the last month. This Index has risen 
16.3% since the Nov. 8 close.  

Mid-cap issues, as measured by the S&P 400 
Index (gold line), are ahead a very strong 11.8%. 
Smaller capitalization stocks (small- and mid-
cap) have fared better than their larger cap 
brethren (S&P 500; blue line), as the prospects 
for an acceleration in economic growth and less 
exposure to foreign-sourced earnings have had a 
more pervasive effect on these issues. 

Performance by Market Capitalization 
Over the Last 3 Months, 9/12/2016 – 12/12/2016 

(Indexed to 100) 

 
Source: FactSet, Inc. 

Bonds and the Fed 

Yields rose on two-year and ten-year U.S. 
Treasury bonds by 3 basis points (+0.03%) and 
9 basis points (+0.09%), respectively, to levels of 
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1.13% and 2.47%, respectively, last week. Fiscal 
stimulus and deficit concerns, along with a slight 
pivot away from quantitative easing by the 
European Central Bank, rising oil prices 
(OPEC/non-OPEC production cuts), and 
supportive domestic economic data (strong 
consumer sentiment reading for early 
December), are among the reasons for the rise in 
yields and decline in bond prices. 

In our view, prospects are quite high for a 
25 basis point (+0.25%) interest rate hike by the 

Fed at this week’s two-day meeting of the 
Federal Open Market Committee. 

Our View 

We are encouraged by the “pro-business” 
agenda that appears to be developing for the 
incoming administration and legislative 
branches of Congress. However, we see more 
volatility ahead, as the details of fiscal stimulus, 
tax policy, and regulation, to name just a few key 
issues, are unveiled in the new year. 

 
 

BMT in the Press 

Bryn Mawr Trust professionals are regularly sought after by the media for their insights on financial 
matters. The following are some recent highlights.  

Dow, S&P 500 Surge to Highs; Transports Set Record (12/7/2016) 
Reuters sought expert insight from Ernie Cecilia, Chief Investment Officer at BMT, about the continued 
post-election stock market rally.  

MoneyLife Show: Market Call (12/8/2016) 
Ernie Cecilia joined the MoneyLife Show, an investment internet radio show hosted by MarketWatch 
senior columnist Chuck Jaffe. Ernie discussed Bryn Mawr Trust’s investment methodology and explained 
the sectors that the team is finding value in on behalf of clients.   

Health Care Picks for Your Portfolio (12/8/2016) 
Ernie Cecilia appeared on Fox Business News to discuss where his team is finding value in this post-election 
market. Ernie said the team sees medical technology companies as an area of potential opportunity.  

 

The views expressed herein are those of Bryn Mawr Trust as of the date above and are subject to change based on market conditions and other factors. Past 
performance is no guarantee of future results. This publication is for informational purposes only and should not be construed as a recommendation for any specific 
security or sector. Information has been collected from sources believed to be reliable but have not been verified for accuracy. 
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of principal. 
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