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Market Review 

Not surprisingly, the week just completed was a quiet one for trading, given that the U.S. stock 

markets were open only three-and-one-half days. Happily, the equity rally continued, though the 

Russell 3000 Value index managed to eke out “only” a 0.18% return for Christmas week. We use 

quotations for the word “only” as via Miracle of Compounding,… 

 



…a seemingly modest return of 0.18% per week works out to a healthy 9.80% return on an 

annualized basis. Believe it or not, such a return is a bit higher than the 8.97% and 8.96% per 

annum returns respectively posted by the Russell 3000 Value and Growth indexes dating back 24 

years (the start of our Bloomberg data series) to the end of 1995! 

And looking at index returns by decade (the annualized return for the Russell 3000 Value index 

over the past ten years has been 11.55%), we can see how weekly numbers can multiply over 

time, illustrating that time in the market trumps market timing,… 

 

…with Value stocks really earning their stripes during the 2000s (the average annualized rate of 

returns for the Russell 3000 Value and Growth indexes were +2.90% and -3.79%, respectively), 

despite two 50%+ frightening crashes in the S&P 500 index, which actually had a negative total 

return for the 10 years ended 12.31.09. 



 

No doubt, the huge advance thus far in 2019 has many questioning whether the equity market 

gains can continue in 2020. Hopefully, it should come as no surprise when our answer is that 

nobody can predict short-term market movements with any certainty and we must always be 

braced for downturns, corrections and even Bear Markets. 



 

Indeed, volatility is very much normal, but we continue to believe that the secret to success in 

stocks is not to get scared out of them. After all, since the launch of The Prudent Speculator in 

March 1977, the S&P 500 has enjoyed a total return of 10,271%, or 11.56% per annum, through 

Friday, despite all the ups and downs along the way. That said, as the calendar turns to the new 

year, we remain optimistic about the long-term prospects for our broadly diversified portfolios of 

what we believe to be undervalued stocks and we offer 20 reasons to support our enthusiasm for 

the outlook for 2020 and beyond. 

1. Moderate Economic Growth Likely 



 

2. Economic Data Supporting 2% GDP Growth Estimates 



 

3. Inflation Remains Modest 



 

4. Federal Reserve Should Remain Friendly 



 

5. Interest Rates Likely to Remain Extraordinarily Low 



 

6. Yields on Stocks Very Competitive with Other Investment Options 



 

7. Dividend Payouts Likely to Continue to Rise 



 

8. Corporate Buybacks Expected to Remain Elevated 



 

9. Earnings Likely to Continue to Grow 



 

10. Supposedly Disconcerting ISM PMI Data Actually Favorable for Equities 



 

11. Yield-Curve Inversion in 2019 a Value Stock Buy Signal 



 

12. Even if a Recession Hits, Evidence Favors Staying in Value Stocks 



 

13. Value Stocks Presently Very Attractive Relative to Growth Stocks 



 

14. Value Inexpensive Relative to Growth and Historical Median 



 

15. Valuations of our Portfolios Very Compelling 



 

16. S&P 500 Still Very Much Reasonably Priced Given Low Interest Rates 



 

17. Investor Sentiment Hardly Exuberant Despite All-Time Highs 



 

18. Mutual and Exchange Traded Fund Holders Bailing on Stocks and Piling into Bonds 



 

19. Presidential Cycle Favors Value Stocks and Dividend Payers 



 

20. Current Bull Market is Young as it Just Celebrated its One-Year Anniversary 



 

Obviously, anything can happen in the equity markets and we realize that geopolitical events are 

always a wild card, so we provide our usual reminder that the longer stocks are held the less the 

likelihood of a poor outcome! 



 

Happy New Year to all our readers and best wishes for a healthy, happy, prosperous and tranquil 

2020! 

Stock Updates  

Given the Holidays, there is very little in the way of company news to discuss this week, but we 

can report that we are not yet ready to part with a trio of stocks, having hiked our Target Prices 

for Apple (AAPL – $289.80) to $294; Microsoft (MSFT – $158.96) to $164 and Johnson & 

Johnson (JNJ – $145.75) to $149. While we continue to find the long-term prospects for each as 

favorable and we do not presently have other names into which we are ready to swap, we also 

note that each is a major component of the Russell 3000 index (AAPL: 4.04%; MSFT: 3.76%; 

JNJ: 1.22%), even as they differ mightily in their impact on the Russell 3000 Growth and Value 

indexes. 

Keep in mind that all stocks are rated as “Buy” until such time as they are a “Sell,” while a 

listing of all current recommendations is available for download via the following link: 

https://theprudentspeculator.com/dashboard/. 

Shareholders of Allianz SE (AZSEY – $24.52) likely recently received a communication related 

to the insurance and financial services giant’s “Sponsored” American Depository Receipts 

https://theprudentspeculator.com/dashboard/


(ADR). That notice indicated that the existing deposit agreement between the sponsor, 

JPMorgan, and Allianz will terminate on January 3, 2020, resulting in the shares being delisted. 

The document suggested that if an “Unsponsored” ADR program was not established, our 

existing AZSEY shares would be converted into Allianz ordinary shares on February 3, 2020, 

with holders charged a $0.05 per ADR cancellation fee. 

Happily, JPMorgan announced on December 20 that it will maintain the shares via an 

“Unsponsored” American Depository Receipt program effective January 6, 2020. It is our 

understanding that all AZSEY ADR shares will be converted to the new security, though the 

ticker symbol has not been decided as of this writing per the information provided here 

(https://api.markitdigital.com/jpmadr-

public/v1/cms/document?cmsId=247feb9499684d55aa976b31e1a610b1). 

At this point, we will patiently hold what we have and await the new ADR conversion. Our 

Target Price for AZSEY remains $31. 

 

https://api.markitdigital.com/jpmadr-public/v1/cms/document?cmsId=247feb9499684d55aa976b31e1a610b1
https://api.markitdigital.com/jpmadr-public/v1/cms/document?cmsId=247feb9499684d55aa976b31e1a610b1

