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President’s Post Insight from NorthCoast President & CEO, Dan Kraninger

“To different minds, the same world is a hell, and a heaven.”    - Ralph Waldo Emerson

I was in Epcot on New Year’s Eve last week (I know I may need my head checked) and as I was sitting 
in England enjoying a Bass beer, I watched as a mid-40s man began yelling at a trash collector.  He was 
screaming simply because there were no seats available.  His meltdown lasted about 2-3 minutes, and then 
he seemed to come back to his senses, relent to the fact that the park was packed and that this was supposed 
to be the happiest place on earth.  

What has amazed me for decades is to see similar fits take place on Wall Street.  Group think takes over 
most often when motivated by fear or greed.  Appropriate to cite our partner, Bill O’Neil, who often said, “the market is 
human nature on parade.”  

When I wrote my 3rd quarter letter I really didn’t expect my comments about market declines to be that timely.  But in 
the 4th quarter we saw the Dow decline -18.8% and the S&P 500 -19.7% (high to low).  So by my count, since 1900 the 
market has now corrected 154 times.  A correction is anywhere between -5% to -19.9%.  That means the frequency is a 
little over once a year and interestingly the average length of recovery from the bottom is 4 months.  We have 118 years 
of data that suggest people freak out, hit the panic button, and then regret the decision 4 months later.  And despite all of 
this information, why do investors continue to fall into this pattern?  It’s because they fear things will worsen.  

20 times since 1900 markets went beyond -19.9% and fell into bear markets.  Bear markets last longer and decline more.  
The key, as I mentioned three months ago, is differentiating between the two.  Two dimensions that we find very useful 
in making that decision when prices decline like this is macro-economic data and valuation measures.  Together they 
make up 50% of our market forecast and right now both are ok.  On the macro front: jobs - good;  GDP - good;  inflation 
- good;  industrial production - good.  On the valuation front: everything is better after the decline; comparing the market 
to alternatives like bonds – good;  P/E multiples - better.  Our view of the market right now is one that looks like 2011 or 
2015.  If the Fed slows and if the U.S. makes a deal with China, the bulls could even be let loose. Take a look at the table 
below for some additional comparisons.

We, of course, are data dependent.  We measure daily and adjust if needed along the way.  But, as of now, we are optimistic 
about market gains in 2019.  Indicators are betting that this correction is more like the temper tantrum in Disney... 
burning hot and then recovering to recognize the economy is good and prices are reasonable.  

Let’s say good bye to 2018 – a year of digesting previous gains, a year where cash was king and nothing made money – 
bonds, stocks, alternatives nor commodities.  I’m proud that our flagship tactical strategies delivered a market-beating 
result but it’s hard to be enthusiastic when other strategies struggled.  As always, thank you for your business and best 
wishes for a happy, healthy, and prosperous 2019. 
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2011 Q3 2015 Q3 2018 Q4

Spanish and Italian debt plummet on fear of 
default

Stand and Poor (S&P) downgrades U.S. debt 
rating from AAA to AA+

Unemployment rate disappoints at 9.1%

Chinese economic growth slows

Oil drops below $30 per barrel

Russel 2000 Index drops into bear market 
down -22% from its previous high

U.S. – China trade dispute

Government shutdown 

Rising interest rates

Brexit negotiations

S&P 500 Index 5/11/11 – 2/2/12 7/21/15 – 4/15/16 8/30/18 – 12/31/18

Days to Reach Bottom 154 143 ?
Days to Recover 123 63 ?

Total Days 276 206 ?
Worst Day -6.6% -3.9% -3.3%

Max Drawdown -18.6% -13.0% -19.7%
Source: Bloomberg. Past Performance is not indicative of future results. All investments involve risk, including loss of principal.



What happened in the 4th quarter?

Rising interest rates, a stronger dollar and continued escalation of trade 
conflicts with China could have all attributed to falling stock prices as 
investors reevaluated their outlook on future growth. Along with the stock 
market’s decline was an unusual concurrent drop in bond prices, putting most 
diversified portfolios in a difficult position. The third quarter’s earnings season 
brought about some fears that corporate earnings may have peaked as the 
effects of the corporate tax cut faded and general concerns over the economy 
were raised. Major U.S. indices such as the S&P 500 and Dow Jones Industrial 
Average suffered their worst December since 2008. The Federal Reserve raised 
the target rate by 0.25% at their December meeting, continuing to push interest 
rates higher. The move typically leads to higher consumer and business lending 
rates, therefore escalating concerns of slowing future economic growth. Though 
not enough to erase the monthly and yearly losses, stocks moved higher in the 
final week of the year.

Moving into 2019
	
NorthCoast entered December with 30% cash in its U.S. tactical equity strategies 
and reached a high cash level of 35% after the 1st week of trading. Then we 
marginally increased our equity exposure as valuations became more attractive 
along with the lack of real economic data warranting a substantial decline. We 
enter 2019 approximately 75% invested in our U.S. and international tactical 
equity strategies. We will keep a close eye on any major developments along 
with key economic data and Q4 earning reports released in the coming weeks.

BULLISHMODERATECONSERVATIVERISK-AVERSE OPPORTUNISTIC

75%

U.S. / Interna�onal

NorthCoast Navigator
The NorthCoast Navigator is a market "barometer" displaying NorthCoast's current equity outlook. This aggregate 
metric is determined by multiple data points across four broad dimensions including Technical, Sentiment, 
Macroeconomic, and Valuation indicators. The daily result determines equity exposure in our tactical strategies.

Data as of 12/31/2018. Data provided by Bloomberg, NorthCoast Asset Management. 

As of 
12/31/18

T e c h n i c a l

The S&P 500 Index declined 
through traditional support 
levels as the 50-day, 100-
day and 200-day moving 
averages are -6%, -9% and 
-9%, respectively. The VIX 
(volatility) increased to its 
highest level in 2018 to 25.4.  

S e n t i m e n t

Investment flows into U.S. 
index fund SPY were slightly 
negative while the AAII 
investor survey (a contrarian 
indicator) saw a major increase 
in bear market sentiment, up to 
50.3 from 39.5 last month. 

M a c r o e c o n o m i c

Unemployment rate remained 
at multi-year low of 3.7%, while 
the economy continued to add 
jobs, +155,000 in November. 
Industrial production rose 
0.6% and wage growth (average 
hourly earnings)  increased 
3.1% over the previous year. 

Va l u a t i o n

Equity valuations (S&P 500 
P/E multiples) declined to 17.1 
with Forward P/E to 15.4, their 
lowest levels in over a year. 
Rising interest rates presented 
competitive opportunities as 
investors sought higher yield in 
new bond offerings. 
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2018: Volatility Came Back In Force As The Market Corrected Twice
Trade wars, interest rates and other worries overshadowed a strong year for profits and the economy
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1st
Trump administration 
announces a 25% tariff on 
steel imports and a 10% 
levy on aluminum. Stocks 
sell off on trade war fears.

Microchip Technology 
agrees to acquire Microse-
mi in a deal worth more 
than $8 billion, another in 
a wave of chip-industry 
mergers.

6th
Gary Cohn resigns as head 
of the National Economic 
Council in protest over 
tariffs on steel and 
aluminum. Trump later 
names CNBC commentator 
Larry Kudlow to replace him.  

8th
Cigna agrees to 
    acquire Express 
      Scripts in a 
       deal valued at 
        $67 billion in 
         a strategy to 
             become a 

health 
care 
giant.

          13th
Trump blocks 
Broadcom’s 
buyout of 
Qualcomm, 
citing national 
security 
concerns, 
including Broadcom’s 
close ties to Chinese 
companies. The next day, 
Broadcom withdraws offer 
for Qualcomm.

19th
Facebook shares plunge 
on a report that a data 
analysis firm once used by 
Trump’s campaign tapped 
data on about 50 million 
users without their 
knowledge. The FTC later 
says it’ll investigate for a 
possible violation of 
regulations and CEO Mark 
Zuckerberg promises to 
safeguard user informa-
tion better.

4th
Stocks plunge but recover 
after China announces big 
tariffs on aircraft, 
soybeans, autos and 
chemicals in response to 
U.S. tariffs on high-tech 
Chinese imports.

10th
Stocks surge after Chinese 
President Xi expresses 
willingness to improve 
international trade, easing 
fears of a trade war.

10th-11th
Facebook CEO Mark 
Zuckerberg testifies before 
congressional committees 
on privacy issues. 
Lawmakers say to expect 
new regulations for the 
company.

19th
Taiwan Semiconductor 
warns of weak smart-
phone demand, sparking a 
sell-off in Apple and many 
chip suppliers. Analysts 
echo worries of soft 
demand.

24th
      Stocks plunge after the 
10-year Treasury yield hits
3% for the first time in
more than 4 years and
odds increase for a fourth
rate hike in 2018.

29th
T-Mobile US agrees to
acquire Sprint in a deal
valued at $26.5 billion,
following months of talks
by their parent companies.

30th
Marathon Petroleum 
agrees to acquire Andeav-
or for $23 billion, a deal 
that creates the nation’s 
largest refinery company.

2nd
Fed leaves interest rates 
steady and signals it may 
let inflation rise above 2%.

7th
Athenahealth confirms a 
buyout bid from Paul 
Singer's Elliott Manage-
ment valued at about $7 
billion.

9th
Crude oil tops $71 a barrel 
a day after the U.S. 
withdraws from Iran 
nuclear agreement. 

14th
U.S. Supreme Court 
strikes down a law limiting 
sports betting, sending 
gaming stocks higher. 
Regional gaming compa-
nies may benefit more 
from the ruling.

30th
Global stocks slide after 
Italy faces a political crisis 
between pro- and anti-eu-
ro forces. The dispute 
increases the chances of 
Italy exiting the eurozone.

12th
Federal judge clears 
AT&T’s $85.4 billion 
purchase of Time Warner 
with no restrictions, 
rejecting the government’s 
arguments that the deal 
was anti-competitive.

13th
Fed raises interest rates 
by a quarter point and for 
the first time signals two 
additional rate hikes for 
the year.

            19th      
Global stocks 
tumble after Trump  
threatens tariffs on 
$200 billion of Chinese 
imports, another step in 
an escalating trade war.

General Electric is 
dropped from the Dow 
Jones industrial average 
after continued declines 
in the stock and weak 
financial results. 
Walgreens Boots Alliance 
is picked to replace GE in 
the Dow  30.

21st
U.S. Supreme Court rules 
that states can force 
online retailers to collect 
sales tax even if compa-
nies don’t have a physical 
presence in those states. 

Intel CEO Brian Krzanich 
quits after an investiga-
tion revealed he had a 
relationship with an 
employee that violated 
company policy.

6th
U.S. tariffs on $34 billion 
worth of Chinese goods go 
into effect. China retaliates 
with tariffs on $34 billion 
of mainly agricultural 
products from the U.S.

11th
    Broadcom agrees to 
acquire enterprise 
software firm CA Technol-
ogies for $18.9 billion in 
cash to create a leading 
infrastructure technology 
company.

   12th
     Jury sets $550 million 
    in compensatory 
  damages and $4.14 
billion in punitive damages 
against Johnson & 
Johnson in a case that 
blamed talcum powder for 
ovarian cancer. 

25th
Trump and EU President 
Juncker agree to scale 
back industrial tariffs and 
take other steps to ease 
trade tensions.

Qualcomm abandons plan 
to buy NXP Semiconduc-
tors following repeated 
delays by Chinese antitrust 
regulators to OK the deal.

26th
Facebook shares plummet 
19% after the company 
misses revenue and user 
growth expectations, and 
the company warns 
revenue growth will 
decelerate in the coming 
quarters.

27th
GDP expands 4.1% in the 
second quarter, the 
highest increase since 
2014.

2nd
Apple becomes the first 
company to top a $1 
trillion market cap after 
shares follow through 
on a strong earnings 
report.

7th
Tesla confirms CEO Elon 
Musk’s tweet that he is 
considering taking the 
company private at $420 a 
share, and he claims to 
have funding for a deal. 
Soon, questions arise over 
Musk’s emotional 
well-being. On 
Aug. 24, Musk says
Tesla will remain
public. 

9th
Tribune Media ends a $3.9 
billion deal to be acquired 
by Sinclair Broadcast 
Group after regulatory 
objections. Tribune sues 
Sinclair for breach of 
contract. 

10th
Turkey’s financial crisis 
worsens as Trump puts 
more tariffs on the 
country’s imports. Some 
foreign markets fall on 
fears of contagion.

20th
Trump criticizes Powell 
and the Fed for raising 
interest rates, echoing 
comments he made July 
19. Trump says the Fed
should be helping him and
ought to do “what’s good
for the country.”

22th
At 3,453 days, bull market 
becomes the longest in 
history, surpassing the 
1990s bull run.

27th
Trump strikes a trade deal 
with Mexico, effectively 
ending NAFTA. Negotia-
tions are planned for 
another accord with 
Canada.

4th
Amazon.com reaches a $1 
trillion market capitaliza-
tion as shares hit new 
highs. It’s the second stock 
  to hit $1 trillion following
   Apple.

17th
U.S. sets tariffs of 10% on 
$200 billion worth of 
Chinese imports as trade 
war goes on. China says it 
will retaliate with duties on 
$60 billion of U.S. goods.

18th
Visa and Mastercard agree 
to pay as much as $6.2 
billion to settle price-fixing 
case brought by merchants 
over card swipe fees. The 
deal caps the largest-ever 
class action settlement of 
an antitrust case.

19th
Shares of Tilray skyrocket 
93.6% but then erase the 
entire gain before closing 
38.1% higher. The wild 
session underscores 
manialike trading in 
cannabis stocks.

26th
Fed raises interest rates 
by a quarter point, to a 
range of 2%-2.25%. The 
term “accommodative” 
policy is dropped from 
Fed’s statement, though 
Powell says it doesn’t 
signal a change in policy.

27th
The SEC sues Musk and 
Tesla for fraud, but a few 
days later the company 
and Musk settle with the 
SEC. Musk agrees to step 
down as chairman. He and 
Tesla also agree to pay $20 
million fines and to add 
two members to the board.

1st
Stocks climb after 
Canadian negotiators 
reach a trade agreement 
to join a U.S.-Mexico trade 
pact that replaces Nafta.

2nd
  Amazon.com raises the 
   minimum wage for 
    employees to $15 an   
     hour, but also cuts 
      some bonuses.

4th-5th
      Stocks slide as yields 
         jump sharply, knock-
           ing many leading 
            stocks below 
             support levels.

              10th
Justice Dept. 
approves CVS 
Health-Aetna 
merger after Aetna 
agreed to sell 
Medicare Part D 
business to WellCare, 
removing an obstacle to 
the $69 billion deal.

14th
Harris and L3 Technologies 
agree to merge in a deal 
that values the combined 
company at about $33.5 
billion. It becomes the No. 
6 defense contractor.

24th
Nasdaq plummets 4.4% on 
worries over interest rates, 
midterm elections, 
earnings, EU finances and 
other issues.

28th
IBM agrees to acquire Red 
Hat for $34 billion, a deal 
that makes IBM the 
leading hybrid cloud 
provider.

12th
Technology stocks lead a 
market sell-off amid 
mounting signs that Apple 
iPhone demand is weaker 
than expected.

13th
Amazon.com confirms it 
will locate new headquar-
ters in Queens, N.Y., and a 
suburb of Arlington, Va., 
bringing a total of 50,000 
jobs. It also selects 
Nashville, Tenn., for an 
operations center.

20th
Nasdaq undercuts its Oct. 
29 low as technology 
stocks extend losses. 
Goldman Sachs advises 
             investors to go to 

cash and forecasts 
minor stock gains 
in 2019.

        23rd
Crude oil 
plunges nearly 
8% to just above 
$50 a barrel, the 
largest one-day drop in 
three years. Concerns 
about a supply glut extend 
a bear market in crude.

26th
General Motors sets an 
overhaul that includes 
producing more SUVs and 
trucks and fewer cars. It 
also puts more resources 
into electric cars and 
self-driving cars. GM says 
it will shutter assembly 
plants in Ontario, Detroit 
and Ohio, which could 
mean 6,000 job losses.

28th
Stocks soar after Fed 
Chairman Powell says 
interest rates are “just 
below” normal levels.

1st
President Trump agrees to 
halt new tariffs on Chinese 
imports for 90 days, easing 
fears of an all-out trade 
war. China is said to agree 
to cut tariffs on U.S. autos.

3th
Microsoft opens trading as 
the most valuable compa-
ny, with a market cap of 
$851.36 billion, dethroning 
Apple at least temporarily.

4th
Part of the yield curve 
inverts while questions 
emerge about a truce in 
the trade war with China. 
That adds to worries of a 
slowing economy.

6th
Canada says it arrested at 
America’s request the CFO 
of Chinese tech company 
Huawei for violating  
  sanctions against Iran, an
   incident that threatens a
   truce in the U.S.-China 
    trade war. 

14th
    U.S. judge rules 
    ObamaCare is unconsti-
     tutional because the 
        elimination of  
        penalties means the
        law is no longer a tax. 

The case heads 
to appeal.

      19th
Fed raises 
interest rates
 a quarter 
point. It also 
indicates a 
milder tighten-
ing path, with 
two more rate 
hikes in 2019. 
Global stocks 
slide.

11th
Walmart raises its 
minimum wage to $11 an 
hour to share windfall of 
corporate tax cut. The 
move comes as AT&T, 
American Airlines and 
other companies set 
$1,000 employee bonuses 
thanks to the tax cut.

17th
Apple says it will repatriate 
overseas profits and will 
use the money partly on a 
$30 billion capital spend- 
ing plan that includes a 
new campus. Apple will 
pay $38 billion in taxes on 
the repatriation. 

22nd
Sanofi agrees to buy 
Bioverativ, which had been 
spun off from Biogen, for 
$11.6 billion. Also, 
Celgene says it will 
acquire drug 
partner Juno 
Therapeutics 
for $9 billion.

            23rd
President

  Trump sets new 
tariffs on imported 

             solar panel and 
      washing machines, 
    raising tensions about 
   global trade. 

Senate confirms Jerome 
Powell as new chairman of 
the Federal Reserve.

29th
European investment firm 
JAB, which owns Keurig, 
agrees to acquire Dr 
Pepper Snapple in a deal 
worth more than $21 
billion that creates one of 
the largest beverage 
companies worldwide.

30th
Amazon.com, JPMorgan 
and Berkshire Hathaway 
team up to find ways to cut 
employee health costs. 
Health insurers and other 
medical stocks tumble.

31st
Fed increases interest 
rates by a quarter point, 
noting strong job gains.

NYSE volume, in billions

5th
Stocks plunge, with the 
Dow suffering its biggest 
point loss ever, on worries 
of an inflation spike and a 
sudden surge in volatility.

6th
Wynn Resorts CEO Steve 
Wynn resigns after the 
Wall Street Journal details 
multiple accusations of 
sexual misconduct.
Boeing approaches 
Embraer about a combina-
tion with the Brazilian 
aerospace company’s 
commercial plane division.

20th
Rite Aid agrees to a buyout 
from Cerebus Capital 
Management’s Albertsons 
grocery chain, creating a 
combined company with a 
value of $24 billion. But 
the deal collapses in 
August. 

         27th
Odds rise for a 
fourth rate hike 

in 2018 after 
Powell indicates 

the Fed may not 
stick to plan for 
three hikes.
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Data as of 12/31/18. Provided by Investor's Business Daily. Performance return is price return only. It does not include reinvestment of dividends.



Strategy Performance
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NorthCoast offers a suite of active investment strategies designed to meet the individual goals and objectives of the 
investor. Our dedicated advisory team will work with you to construct a portfolio catered to your needs. 

   Strategy Overview 2018

R
isk-A

djusted “Tactical” 

Designed to first analyze 
market risk then determine the 
desired asset allocation and 
security selection 

CAN SLIM® Tactical All-Cap Growth -2.1%

CAN SLIM® International Tactical All-Cap International Growth -10.8%

CAN SLIM® Global 50% CAN SLIM® / 50% CAN SLIM® International -6.4%

Tax-Managed All-Cap U.S. Growth -4.2%

Tactical Growth  Tactical Global Asset Allocation -9.2%

U.S. Sector Select Hedged  Tactical U.S. Sector Allocation -2.0%

International Select Hedged  Tactical Country Rotation -2.1%

G
row

th

Seek to generate growth returns 
greater than the respective 
market benchmark

Legends Value All-Cap Value -17.5%

United Portfolio 50% Legends Value / 50% CAN SLIM® -10.1%

Vista All-Cap Growth -16.1%

Global Select  Global Country Allocation -10.2%

U.S. Sector Select  U.S. Sector Rotation -9.4%

International Select  International Country Allocation -15.5%

Emerging Market Select  Emerging Market Country Allocation -14.0%

C
ore

Designed to meet the broad 
goals of growth and income and 
serve as the ‘core’ of a portfolio

Diversified Core  Global Asset Allocation -7.4%

Diversified Growth  Global Asset Allocation -8.7%

CAN SLIM®: Growth & Income 75% CAN SLIM® / 25% Bond ETFs -2.2%

CAN SLIM®: Balanced 50% CAN SLIM® / 50% Bond ETFs -2.2%

Incom
e

Designed to generate yield and 
returns through traditional and 
non-traditional income sources

Core Fixed Income  Conservative Income -1.8%

Tactical Income  Dynamic Income -3.8%

Aggressive Income Aggressive Income -2.2%

A
lts

Aim to generate returns that are 
independent of the equity and 
fixed income markets

Zero Beta Liquid Alternatives -4.7%

 = ETF Managed Strategy 

PAST PERFORMANCE DOES NOT GUARANTEE OR INDICATE FUTURE RESULTS. INVESTING ENTAILS RISKS, INCLUDING 
POSSIBLE LOSS OF SOME OR ALL OF THE INVESTOR’S PRINCIPAL.  
Returns are presented net-of-fees. Net-of-fee returns are reduced by trading costs and the portfolio’s actual management fee. Valuations 
are computed and performance is reported in U.S. dollars. A complete list of composite descriptions is available upon request. Policies 
for valuing portfolios, calculating performance, and preparing compliant presentations are available upon request. To obtain a 
compliant presentation for the associated strategy, please contact one of our advisors at 800.274.5448.

The information contained herein has been prepared by NCAM on the basis of publicly available information, internally developed data and 
other third party sources believed to be reliable. This material is for informational and illustrative purposes only and should not be viewed as 
a recommendation or a solicitation to buy or sell any securities or investment products or to adopt any investment strategy.  The investment 
views and market opinions/analyses expressed herein may not reflect those of NorthCoast as a whole and different views may be expressed based on 
different investment styles, objectives, views or philosophies. To the extent that these materials contain statements about the future, such statements 
are forward looking and subject to a number of risks and uncertainties. 



The information contained herein has been prepared by NorthCoast Asset Management LLC (“NorthCoast”) on the 
basis of publicly available information, internally developed data and other third party sources believed to be reliable. 
NorthCoast has not sought to independently verify information obtained from public and third party sources and 
makes no representations or warranties as to accuracy, completeness or reliability of such information. All opinions 
and views constitute judgments as of the date of writing without regard to the date on which the reader may receive 
or access the information, and are subject to change at any time without notice and with no obligation to update. This 
material is for informational and illustrative purposes only and is intended solely for the information of those to whom 
it is distributed by NorthCoast. No part of this material may be reproduced or retransmitted in any manner without the 
prior written permission of NorthCoast. NorthCoast does not represent, warrant or guarantee that this information is 
suitable for any investment purpose and it should not be used as a basis for investment decisions. 
 
PAST PERFORMANCE DOES NOT GUARANTEE OR INDICATE FUTURE RESULTS. 
 
This material should not be viewed as a current or past recommendation or a solicitation of an offer to buy or sell 
any securities or investment products or to adopt any investment strategy. The reader should not assume that any 
investments in companies, securities, sectors, strategies and/or markets identified or described herein were or will be 
profitable and no representation is made that any investor will or is likely to achieve results comparable to those shown 
or will make any profit or will be able to avoid incurring substantial losses. Performance differences for certain investors 
may occur due to various factors, including timing of investment.  Investment return will fluctuate and may be volatile, 
especially over short time horizons. 
 
INVESTING ENTAILS RISKS, INCLUDING POSSIBLE LOSS OF SOME OR ALL OF THE INVESTOR’S PRINCIPAL. 
 
The investment views and market opinions/analyses expressed herein may not reflect those of NorthCoast as a whole 
and different views may be expressed based on different investment styles, objectives, views or philosophies. To the 
extent that these materials contain statements about the future, such statements are forward looking and subject to a 
number of risks and uncertainties. 
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