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In this week's recap: Mixed signals lead to a choppy week.
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THE WEEK ON WALL STREET

The crosscurrents of strong corporate earnings, rising global cases of COVID‐19, and the specter of
higher capital gains taxes led to a choppy week of trading that left stock prices slightly lower for the
week.

The Dow Jones Industrial Average lost 0.46%, while the Standard & Poor's 500 slipped 0.13%. The
Nasdaq Composite index fell 0.25% for the week. The MSCI EAFE index, which tracks developed
overseas stock markets, dropped 0.47%.1,2,3
 

A DIRECTIONLESS WEEK

Despite continued better‐than‐expected corporate earnings, stocks retreated as concerns over rising
global COVID‐19 infections weighed on investor sentiment. A mid‐week rally erased much of these
losses, with reopening stocks and small cap companies leading the market.

The stock market resumed its decline in reaction to reports that President Biden supported a capital
gains tax increase on wealthy Americans. The Biden news prompted worries that stocks could come
under pressure this year if such an increase were to go into effect next year.

Solid economic reports, along with a reassessment of the capital gains news, helped stocks to
bounce back and close out the week on a positive note. 
 

HOUSING SHOWS STRENGTH

Two housing market reports last week reflected strong consumer demand for homes.

Sales of new homes in March jumped by 20.7% from February and by more than 66% from last
March, reaching levels not seen since 2006. All regions recorded double‐digit gains, except for the
West, which experienced a decline of 30%.4

Though existing home sales fell 3.7%, it wasn't for lack of consumer interest, as evidenced by the 18‐
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day average to sell  a home. The decline was largely an issue of tight inventories.  This
demand/supply imbalance drove median home prices higher by 17.2% from March 2020 to
$329,100.5
 

 

THE WEEK AHEAD: KEY ECONOMIC DATA

Monday: Durable Goods Orders.

Tuesday: Consumer Confidence.

Wednesday: Federal Open Market Commi ee (FOMC) Announcement.

Thursday: Jobless Claims. Gross Domes c Product (GDP).
 

 

Q U O T E   O F   T H E   W E E K
 

"Facts are stubborn things; and whatever may be our wishes, our
inclinations, the dictates of our passions, they cannot alter the state

of facts and evidence."
 

JOHN ADAMS

 



OF NOTE
 
Nobody knows more about the bullish and bearish developments of a business and its valuation
relative to those developments than the company's top executives. Some believe that, while insider
activity may sometimes be a good indication of future price movements in individual stocks, in
aggregate it doesn't have any meaning at all. In addition, many suggest that, while insider buying
may be predictive at times, insider selling is not. Both of these positions, however, are contradicted
by the data.
 
As Nejat Seyhun, Professor of Finance at the University of Michigan, has demonstrated in his book,
Investment Intelligence From Insider Trading, the aggregate selling‐to‐buying ratio over certain
periods of time has a very good track record at predicting future returns in the stock market. 
 
In his words, "Aggregate insider trading predicts aggregate stock returns." Furthermore, "Aggregate
insider trading predicts changes in future economic growth up to two years ahead." So not only are
insiders better market strategists than those on Wall Street, they are also better economists. This
should make intuitive sense.
 
Who has a better read on both the stock market and the economy than the amalgamation of those
top executives in the country with the confidence to not merely make a public forecast but actually
put their money where their mouths are?
 
As to those who say, 'there are many reasons for an insider to sell; there's only one reason to buy,'
again here is Mr. Seyhun: "both purchases and sales seem to be informative. The future stock price
movements following insider purchases exceed the average stock price movements. Also, the future
stock price movements following insider sales fall short of the average stock price movements."
Certainly, we have seen this play out over the past year.
 
The aggregate insider buying just over a year ago has proved very prescient as to the direction of
the stock market, the leadership of the rebound in stock prices and the turnaround in the economy
so far. However, when we look at the recent data (provided by InsideArbitrage.com), it's immediately
apparent that the top executives (along with directors and 10% shareholders) have rarely been as
aggressive in selling, or disinterested in buying, as they are today.
 
In light of Seyhun's findings noted above, this relative bearishness on the part of insiders in
aggregate would seem to suggest that stock prices are l ikely to fal l  short of euphoric
expectations over the next year or so. On top of that, the economy could begin to disappoint on a
similar time frame, as well. Don't say they didn't warn you.6
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Know someone who could use information like this? 
Please feel free to send us their contact information via phone or email. (Don't worry – we'll request



their permission before adding them to our mailing list.)

Investing involves risks, and investment decisions should be based on your own goals, time horizon, and tolerance for risk. The return and principal
value of investments will fluctuate as market conditions change. When sold, investments may be worth more or less than their original cost.

The forecasts or forward‐looking statements are based on assumptions, may not materialize, and are subject to revision without notice.

The market indexes discussed are unmanaged, and generally, considered representative of their respective markets. Index performance is not
indicative of the past performance of a particular investment. Indexes do not incur management fees, costs, and expenses. Individuals cannot directly
invest in unmanaged indexes. Past performance does not guarantee future results.

The Dow Jones Industrial Average is an unmanaged index that is generally considered representative of large‐capitalization companies on the U.S.
stock market. Nasdaq Composite is an index of the common stocks and similar securities listed on the Nasdaq stock market and is considered a broad
indicator of the performance of technology and growth companies. The MSCI EAFE Index was created by Morgan Stanley Capital International (MSCI)
and serves as a benchmark of the performance of major international equity markets, as represented by 21 major MSCI indexes from Europe,
Australia, and Southeast Asia. The S&P 500 Composite Index is an unmanaged group of securities that are considered to be representative of the
stock market in general.

U.S. Treasury Notes are guaranteed by the federal government as to the timely payment of principal and interest. However, if you sell a Treasury Note
prior to maturity, it may be worth more or less than the original price paid. Fixed income investments are subject to various risks including changes in
interest rates, credit quality, inflation risk, market valuations, prepayments, corporate events, tax ramifications and other factors.

International investments carry additional risks, which include differences in financial reporting standards, currency exchange rates, political risks
unique to a specific country, foreign taxes and regulations, and the potential for illiquid markets. These factors may result in greater share price
volatility.

Please consult your financial professional for additional information.

This content is developed from sources believed to be providing accurate information. The information in this material is not intended as tax or legal
advice. Please consult legal or tax professionals for specific information regarding your individual situation. This material was developed and produced
by FMG Suite to provide information on a topic that may be of interest. FMG is not affiliated with the named representative, financial professional,
Registered Investment Advisor, Broker‐Dealer, nor state‐ or SEC‐registered investment advisory firm. The opinions expressed and material provided
are for general information, and they should not be considered a solicitation for the purchase or sale of any security.

Copyright 2021 FMG Suite.
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