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I’m writing a special report because of our stance on equities.  As you know, we went underweight equities 

about a year ago.  Through 12 months ending June 6, 2016, the S & P 500 is up about 3.5% while other 

indexes are flat to off as much as 15%.  The key to making money in the stock market is to buy stocks right 

before they go up and sell them right before they go down. 

“I don’t know anyone who’s got it right.  In fact, I don’t know anyone who knows anyone 

who’s ever got it right” 

        Jack Bogle 

        Founder, Vanguard Group 

Where do we stand today?  We continue to maintain our underweight stance as valuations remain rich 

compared to earnings and economies around the globe continue to struggle. 

The U.S. economy continues to move forward with economists consistently predicting 2% to 2.5% growth. 

The numbers continue to come in softer that anticipated, though, prompting the Federal Reserve to take a 

more cautious stance on raising rates.  Recent Fed comments suggest, I think, that rates will move up again 

before year-end.  I say “think” because Janet Yellen is pretty good at speaking for 15 minutes and not saying 

much.  It will take the remaining three quarters of growth above 2.7% to hit economists’ original targets. 

Unemployment numbers are solid with the rate dropping below 5%, but this number is quite controversial as 

the way it is calculated was changed.  I’m not confident that low unemployment numbers are a good 

predictor of good stock market returns.   
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There are many metrics that demonstrate that stocks are overvalued, from profit margins to book values.  

The prospect of earning the risk premium over the next several years is not good.  The equity risk premium 

compensates you for taking on the volatility of stocks.  This is around 6.5% above the rate of inflation over 

the long run.  Other measurements are used as well, but it is difficult to see average or above average returns 

with the following: 

1. Valuations elevated 

2. Full employment 

3. Margins still near all-time highs 

4. Monetary policy globally accommodative with marginal impact on growth 

Being fully invested is not defensible for money managers when corporate earnings have been declining for 5 

consecutive quarters. 

 

 

Expected returns are anything but robust.  Our model says equity returns are around 2% annually from June 

2015 to June 2020.  There is a lot of variation around that number, but that is the maximum likelihood.  As 

we have articulated many times before, we will never be out of any asset class.  Our tactical models are always 

1 to 3 year shifts.  Being wrong and being wrong big are two different issues.   

 

We would welcome any input as to what you’d like to see or if you have some particular subject you’d like us 

to explore.  Please feel free to contact me at my email below and I will get back to you. 

harold@chasefield.co  June 13, 2016 
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Disclosure 

The views expressed represent the opinion of Chasefield Capital LLC. The views are subject to change and are not intended as a forecast or guarantee 

of future results. This material is for informational purposes only. It does not constitute investment advice and is not intended as an endorsement of any 

specific investment. Stated information is derived from proprietary and nonproprietary sources that have not been independently verified for accuracy 

or completeness. While Chasefield Capital LLC believes the information to be accurate and reliable, we do not claim or have responsibility for its 

completeness, accuracy, or reliability. Statements of future expectations, estimates, projections, and other forward-looking statements are based on 

available information and the Chasefield Capital LLC’s view as of the time of these statements. Accordingly, such statements are inherently speculative 

as they are based on assumptions that may involve known and unknown risks and uncertainties. Actual results, performance or events may differ 

materially from those expressed or implied in such statements. Investing in equity securities involves risks, including the potential loss of principal. While 

equities may offer the potential for greater long-term growth than most debt securities, they generally have higher volatility. International investments 

may involve risk of capital loss from unfavorable fluctuation in currency values, from differences in generally accepted accounting principles, or from 

economic or political instability in other nations.  

The information published herein is provided for informational purposes only, and does not constitute an offer, solicitation, or recommendation to sell 

or an offer to buy securities, investment products, or investment advisory services. All information, views, opinions, and estimates are subject to change 

or correction without notice. Nothing contained herein constitutes financial, legal, tax, or other advice. The appropriateness of an investment or strategy 

will depend on an investor’s circumstances and objectives. These opinions may not fit to your financial status or risk and return preferences. Investment 

recommendations may change, and readers are urged to check with their investment advisors before making any investment decisions. Information 

provided is based on public information by sources believed to be reliable, but we cannot attest to its accuracy. Estimates of future performance are 

based on assumptions that may not be realized. Past performance is not necessarily indicative of future returns. 

___________________________________________________________________ 


