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The market now stands over 90%above the March 9th lows.
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A key characteristic of this advance 
has been how quickly fear abated.
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Implied S&P 500 Volatility

Source: Bloomberg



Investor comfort with greater risk exposure has 
also been evident in the credit markets
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Last Updated: 12/31/10
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% of  S&P 500 Stocks Moving in Same Direction

(6-Month Moving Average)

Source: StrategasRP

Lƴ ǘƘŜ ŀōǎŜƴŎŜ ƻŦ ŦŜŀǊΣ ǘƘŜ ǎǘƻŎƪ ƳŀǊƪŜǘ ōŜŎŀƳŜ ŀ άǊƛǎƪ ƻƴέ ǘǊŀŘŜΦ



6
Source: BofAaŜǊǊƛƭƭ [ȅƴŎƘ ¦{ vǳŀƴǘƛǘŀǘƛǾŜ {ǘǊŀǘŜƎȅΣ {ǘŀƴŘŀǊŘ ϧ tƻƻǊΩǎ

Leadership has been decidedly in riskier stocks.

S&P 500 Top 50 by Beta vs. Index
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The economy has staged a moderate but respectable recovery.
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Real GDP Growth

Source: Bloomberg
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$ Level Y/Y $ Level Y/Y

1Q 19.38 91.6% 22.06 13.8%

2Q 20.90 51.3% 23.73 13.4%

3Q 21.56 36.6% 24.55 13.9%

4Q 21.94 27.8% 25.87 17.9%

CY 83.78 47.3% 96.21 14.8%

Source: Standard & Poor's

20112010

Consensus S&P 500 

Operating Earnings Estimates

{ƻǳǊŎŜΥ {ǘŀƴŘŀǊŘ ϧ tƻƻǊΩǎ

2010 Earnings came in well above 
beginning of year expectations for $74.00.
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% of  S&P 500 Cos. BEATING 

Quarterly EPS Estimate

tƻǎƛǘƛǾŜ ŜŀǊƴƛƴƎǎ ǎǳǊǇǊƛǎŜǎ ƘŀǾŜ ōŜŜƴ ǿƛŘŜǎǇǊŜŀŘΧ
Source: StrategasRP
Through 4Q 2010 (Preliminary)
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S&P 500 Analyst Upward Estimate

Revisions Pct. Total Revisions (3Mo Avg)

5ŜǎǇƛǘŜ ǘƘŜ ŦŀŎǘ ǘƘŀǘ ŀƴŀƭȅǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŎƻƴǘƛƴǳŜ ǘƻ ƳƻǾŜ ƘƛƎƘŜǊΦ
Source: StrategasRP
Through 1/31/11
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Us Non-Financial Corporations Cash 

Pct. Total Assets

/ŀǎƘ ƻƴ /ƻǊǇƻǊŀǘŜ ōŀƭŀƴŎŜ ǎƘŜŜǘǎ ŎƻƴǘƛƴǳŜǎ ǘƻ ŀŎŎǳƳǳƭŀǘŜΧ

6.2%

Corporate balance 
sheets very 

healthy.

Source: StrategasRP
Through 3Q 2010
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Corporate Cash Balances vs. Capital Spending 

Even while corporations have ramped up capital investment.
Source: StrategasRP
Through 3Q 2010
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Buybacks Still en Vogue

wŜǘǳǊƴ ƻŦ ŎŀǎƘ ǘƻ ǎƘŀǊŜƘƻƭŘŜǊǎ ƛǎ ŀƭǎƻ ƻƴ ǘƘŜ ǊƛǎŜΧ 
as are acquisitions.

Source: StrategasRP

Thereôs likely still plenty of room for favorable 

dividend action moving forward.

Both share 

repurchases 

and M&A 

activity have 

begun to 

recover 

sharply over 

recent 

quarters.



Net Federal Fiscal Stimulus, $BN
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Extension of tax cuts has also been well received.
Source: StrategasRP

On the Stimulus Front



On the Stimulus Front
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!ǳƎǳǎǘ ŀƴƴƻǳƴŎŜƳŜƴǘ ƻŦ v9н ǊŜƛƎƴƛǘŜŘ ǘƘŜ άǊƛǎƪ ƻƴέ ǘǊŀŘŜΦ

Market Attribution Analysis Since Bernankeõs

Jackson Hole Speech (8/27/10)

Source: StrategasRP

High Beta still 

leading the way.

Quartile 1 Quartile 2 Quartile 3 Quartile 4

Market - Cap
(High to Low)

26.5% 27.7% 28.3% 27.1%

ROE
(High to Low)

24.8% 28.4% 26.7% 29.6%

Beta
(High to Low)

12.0% 23.7% 32.6% 41.1%
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Commodity Performance Since Bernankeõs 

Jackson Hole Speech (8/27/10)

Source: StrategasRP



18

Commodity price inflation weighing on markets 
most heavily exposed.

Food Weight in the CPI

Source: StrategasRP



Sources:  DOE, EPA, Census Bureau, BLS, Bloomberg

Crude Oilõs Impact on U.S. Consumers

Crude Oil Price $90 $100 $110 $120 $130 $140 $150 $220

Unleaded Gas Price ($3.20 today) $3.26 $3.56 $3.86 $4.16 $4.46 $4.76 $5.06 $7.16

Marginal Cost Per Gallon $0.07 $0.37 $0.67 $0.97 $1.27 $1.57 $1.87 $3.97

Dollar Impact Per Household $91 $481 $871 $1,261 $1,651 $2,041 $2,431 $5,161

Impact as % of Median Income 0.18% 0.96% 1.74% 2.52% 3.30% 4.08% 4.86% 10.32%
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Transportation is 2nd Largest Expenditure

Average Vehicle Miles Per Year 13,000

Average Fuel Efficiency (MPG) 20

Annual Gallons Consumed Per Vehicle 650

Average Cars per Household 2

Gallons Consumed Per Household 1,300

Household Consumption Statistics
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Checking in on the òNew Normaló
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This Economic recovery has not been the άƻƭŘ ƴƻǊƳŀƭέ.
Source: StrategasRP
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Å The growth of consumption over the last 30 years was 
unsustainable and has likely peaked

Checking in on the òNew Normaló
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Consuming more than we produced has pushed
total consumption to more than 70% of GDP

Consumption as % of  GDP

Sources: St. Louis Federal Reserve
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Å The growth of consumption over the last 30 years was 
unsustainable and has likely peaked

Â Demographics suggest savings rates have to rise

Checking in on the òNew Normaló
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¢ƘŜ ŘŜŎƭƛƴŜ ƛƴ ǎŀǾƛƴƎǎΣ ǿƘƛŎƘ ōŜƎŀƴ ƛƴ ǘƘŜ ŜŀǊƭȅ мфулΩǎΣ Ƙŀǎ ōŜŜƴ
a major source of funds used to finance excess consumption

Domestic Personal Savings Rate

Sources: Bloomberg, GH&A Research
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Å The growth of consumption over the last 30 years was 
unsustainable and has likely peaked

Â Demographics suggest savings rates have to rise

Â The home ATM has closed, and is unlikely to return 
soon

Â De-levering will divert even more funds from 
consumption

Checking in on the òNew Normaló
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Credit continued to grow during the last recession,
But de-leveraging has begun

Total Consumer Credit Outstanding

Sources: St. Louis Federal Reserve
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GDP Growth vs. Prior Cycles

C I G X M GDP

C = Consumer Spending

I = Private Investment

G = Government Spending

X = Exports

M = Imports
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C I G X M GDP

Source: BEA, GH&A calculations


