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Our June 2019 Newsletter concluded with the following inference:

Conclusion: After a significant market correction at the end of 2018, we have now experienced an equally
bullish Q1-Q2 2019. Market fundamentals are still reasonably strong, but a 10-year bull market is compelling us
to be cautious. As mentioned above, we would not be fully invested at current market levels and would
gradually raise cash. It is imperative that we understand the risks of being fully invested if our time horizon is
short to medium term. We therefore would take the stance we were at during mid 2018; one of caution and be
partially invested in the equity markets.

As of the first week of August 2019, US market indexes have lost between -6% to -7%1.
Markets attribute this decline primarily to the negative impact on the US and Global
economy due to the US-China trade dispute, and the impact of the monetary and fiscal
policy of the Federal government.
We are illustrating US leading economic indicators2 which we believe will ultimately have a
larger impact on the markets:

US Economic Growth: Even though GDP growth has slowed over the last two quarters, we
are still at healthy levels.
1
2

Data Source: www.finance.yahoo.com
Source: https://ig.ft.com/sites/numbers/economies/us/

20419 Cheryl Ln
Santa Clarita, CA 91350

Manu Walia
Email: manuwalia@cgamadvisor.com
www.cgamadvisor.com

Office: 661-299-1920
Mobile: 661-312-2070

August 2019

PAGE 2 of 6

Interest Rates and the Yield Curve: The difference between the 10-year US Treasury rate and
the 3-month Treasury has been a reasonably accurate indicator of a recession. Empirical
evidence shows that there is approximately 14 month lag between an inverted yield curve
and a recession. Currently, we are experiencing an invested yield curve that is a major worry
in the capital markets.
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Yield Curve: Despite an invested yield curve, overall interest rates are at favorable levels for
business and retail consumers. This includes small business growth and mortgage markets.

Inflation: Inflation is at benign levels relative to the Federal Reserve’s target and historic levels. We
believe that the primary reason for benign inflation is the introduction of a broader global labor
force and commodities.
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Labor Market: The employment aspect of the US economy is rather strong. Unemployment
is at it’s low with hourly wages improving gradually but consistently.

US Consumer: The US Consumer is exhibiting strong sentiment based on retail sales,
consumer confidence and a relatively stable housing market.

20419 Cheryl Ln
Santa Clarita, CA 91350

Manu Walia
Email: manuwalia@cgamadvisor.com
www.cgamadvisor.com

Office: 661-299-1920
Mobile: 661-312-2070

PAGE 5 of 6

August 2019

Volatility Index3: The volatility index (VIX), for a lack of better definition, is the FEAR gauge in
the average investor sentiment. It can be observed that there is a negative correlation
between the VIX and major indexes in the chart below. Empirical evidence shows that it has
been buying opportunities when VIX has been in the region of 20-25.
Currently, the VIX has gained over 90% (shown below) in the span of a week. Simultaneously,
market indexes have lost between 6-7% for the same time frame. The question is whether this
is a technical correction or influenced by deterioration in the economic fundamentals.

+91.7% gain

Conclusion: We believe that this market correction is an opportunity we have been waiting
for. We believe that the US economic fundmentals do not indicate an imminent recession or
a prolonged period of economic deceleration. Again, a technical correction is a natural
market phenomenon and it would be prudent to gradually add to current positions in the
area or Technology, Financial and Healthcare for growth oriented investors.

PLEASE REMEMBER: Each investor is unique and should invest to complement their respective financial
conditions and objectives.

3

Source: www.thinkorswim.com

20419 Cheryl Ln
Santa Clarita, CA 91350

Manu Walia
Email: manuwalia@cgamadvisor.com
www.cgamadvisor.com

Office: 661-299-1920
Mobile: 661-312-2070

August 2019

PAGE 6 of 6

This page is left blank intentionally
Please review the following disclaimer

This commentary has been prepared by Continuum Global Asset Management, LLC (CGAM), an independent Registered
Investment Advisor. CGAM believes that the data contained is from reliable sources but cannot guarantee the accuracy of the
data. None of the information provided constitutes a recommendation or solicitation of an offer to buy or sell any security.
The investment strategies and or securities may not be suitable to all investors and past performance is not indicative, nor a
guarantee, of future results. It should not be assumed that recommendations made in this Newsletter and in the future will be
profitable or will equal the performance of the securities mentioned in this or previous Newsletters.
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