
Equities 

The market was advancing in November with the S&P 1500 Index near an all-time high on November 24, 2021, but the last three trading days of 
the month took the index down slightly to finish negative for November.  The primary reason for the drop at the end of the month was news that 
the new omicron variant of Covid had spread from South Africa to Europe.  Although some pharmaceutical companies declared that they could 
modify their vaccines to be effective against omicron within a few months, many investors chose to sell and run for cover.  The second concern 
for investors was potential inflation.  The Consumer Price Index posted a 6.2% gain for the previous twelve-months, through October 2021.  We 
believe that such a rate of change in prices is unsustainable and is due to temporary supply-demand imbalances.  The pandemic and the closing 
of the economy were life changing and career altering events for many people.  You just don’t turn the “economic switch” back on in this new 
setting and have supply and demand match up, but we believe they will match up soon.  

Sector and industry themes experienced rapid short-term reversals in November.  Financials reacted to movements in interest rates, particularly 
the 10-year Treasury note, which has been in a trading range between about 1.45% and 1.70% for two months.  It finished November at the low 
end of that range. Some Energy stocks, on the other hand, have reacted to the price of oil which rose from $65 to over $85 a barrel but then 
slipped back to near $70 in late November.  Energy and Financials were the worst two performing sectors in November but remain the best two 
year-to date.  We expect them to return to leadership roles.

Our ICON market value/price (V/P) ratio began December at 1.15 meaning we still see stocks, on average, to be priced below our estimate of 
intrinsic value.  There are some pockets of over-pricing such as in the Information Technology and Healthcare sectors.   These companies are 
on obvious growth paths unique to each company and independent of the economy or the virus.  It appears investors are willing to “pay up” 
for what they believe to be sure fire growth.  Another group that we see as over-priced are companies with no recent growth in earnings or not 
being forecast in the foreseeable future.  Perhaps their stock prices got dragged along with the bull market independent of the earnings of the 
companies.  As for stocks being priced below our estimate of fair value, we find those in cyclical, economically sensitive sectors.  Investors are 
pricing those stocks with a bit of skepticism built in. 

Bonds

Inflation was 6.2% for the twelve months ending October 2021 and the Federal Reserve (Fed) is talking about ending its monthly bond purchases 
– two things that would lead to the conclusion that long term interest rates should rise.  Yet, the yield on the 10-year Treasury note closed 
November at 1.45%.  Regarding those two situations, such a low yield suggests investors believe the inflation surge is temporary and that the 
bond buying by the Fed has not kept longer term rates artificially low. We do not expect a spike in bond yields, but we do think a modestly higher 
yield on the 10-year Treasury would make sense. 

Summary

We do not see the over-pricing and other behaviors often seen at market peaks. The sell off of late November and December 1 appears fear 
driven and overdone.  Based primarily on value, we expect the stock market to advance over the next year.

If you have read our Portfolio Updates and/or our research papers over the years, you may enjoy my new book.  Its primary title is “Unloved Bull 
Markets.”  It is published by Wiley and set for a February 15, 2022 release.  It looks at the bull markets that began in 2009 and 2020 and why some 
investors failed to participate.    
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The data quoted represents past performance, which is no guarantee of future results. Opinions and forecasts regarding sectors, industries, companies, countries and/or themes, and 
portfolio composition and holdings, are all subject to change at any time, based on market and other conditions, and should not be construed as a recommendation of any specific security, 
industry, or sector.

Investing in securities involves inherent risks, including the risk that you can lose the value of your investment. An investment concentrated in sectors and industries may involve greater risk 
and volatility than a more diversified investment. Investments in international securities may entail unique risks, including political, market, regulatory and currency risks. In general, there is 
less governmental supervision of foreign stock exchanges and securities brokers and issuers. Investing in fixed income securities such as bonds involves interest rate risk. When interest rates 
rise, the value of fixed income securities generally decreases.

Individual account holdings and composition may vary. Opinions and forecasts regarding sectors, industries, companies, countries and/or themes, and portfolio composition and holdings, are 
all subject to change at any time, based on market and other conditions, and should not be construed as a recommendation of any specific security, industry, or sector.

ICON’s value-based investing model is an analytical, quantitative approach to investing that employs various factors, including projected earnings growth estimates and bond yields, in an effort 
to determine whether securities are over- or underpriced relative to ICON’s estimates of their intrinsic value. ICON’s value approach involves forward-looking statements and assumptions 
based on judgments and projections that are neither predictive nor guarantees of future results. Value readings are contingent on several variables including, without limitation, earnings, 
growth estimates, interest rates and overall market conditions. Although valuation readings serve as guidelines for our investment decisions, we retain the discretion to buy and sell securities 
that fall beyond these guidelines as needed. Value investing involves risks and uncertainties and does not guarantee better performance or lower costs than other investment methodologies.

ICON’s value-to-price ratio is a ratio of the intrinsic value, as calculated using ICON’s proprietary valuation methodology, of a broad range of domestic and international securities within ICON’s 
system as compared to the current market price of those securities. According to our methodology, a V/P reading of 1.00 indicates stocks are priced at intrinsic value. We believe stocks with 
a V/P reading below 1.00 are overvalued while stocks with a V/P reading above 1.00 are undervalued. For example, we interpret a V/P reading of 1.15 to mean that for every $1.00 of market 
value, there is $1.15 of intrinsic value which has not yet been realized in the market price.

The unmanaged Standard & Poor’s (S&P) Composite 1500 Sector Indexes track the performance of sectors that comprise the S&P Composite 1500 Index. Total return figures for the 
unmanaged sector indexes do include the reinvestment of dividends and capital gain distributions but do not reflect the costs of managing a mutual fund.  

The Consumer Price Index (CPI) is a measure of the average change in prices over time of goods and services purchased by households.  The CPIs are based on prices of food, clothing, 
shelter, fuels, transportation fares, charges for doctors’ and dentists’ services, drugs, and other goods and services that people buy for day-to-day living.

The 10-year yield is the benchmark 10-year yield to maturity reflected by the current issue 10 year U.S. Treasury note.
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