
 
 

 
 

STOCK TRADING 
 
 
Given the stock market’s recent reaction to the U.S./ China trade impasse and “Trump 
Tweets”, investors are weighing whether this is a short-term event, or an opportunity to 
“Buy the Dip”. 
 
We do believe that both this sell-off, and last December’s, have been exacerbated by 
algorithmic (machine) trading, which seizes on negative indicators to make wholesale sell 
decisions. 
 
Last December’s Federal Reserve interest rate hike, hawkish statement, and indication of 
additional monetary tightening in 2019 caused, in our view, an avalanche of selling.   
 
This time, Trump’s tweet about tariffs rising due to a break-down in negotiations between 
the U.S. and China was the sell signal.  There was no meaningful analysis of which 
industries would be most hurt by tariffs, or which might benefit; it was just sell 
everything on the news. 
 
We believe these types of market swings will become more pronounced and we will 
attempt to offer thoughts as to how investors can use them to their advantage.   
 
Obviously, the Trump Tweet sell-off has yet to be resolved, but we can look to last 
December’s Yield Curve sell-off to model a strategy. 
 
As you know, the S&P 500 reached an all-time high in September 2018, before selling 
off sharply last December. The S&P has since rallied strongly in a V-shaped recovery. 
 
To illustrate a hypothetical trade, we compared buying stocks of the companies below, 
with buying an S&P 500 Exchange Traded Index Fund. 
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PERFORMANCE (December 24, 2018 to May 03, 2019) 
 

 
Company Price Change 

 
Company Price Change 

 
Rogers Corp 113.4% 

 
New Relic Inc 46.8% 

 
Mimecast Ltd 74.7% 

 
Silicon Laboratories Inc 45.7% 

 
Entegris Inc 71.8% 

 
S&P 500 ETF 25.5% 

 
Eagle Materials Inc 57.6% 

 
ABIOMED Inc -3.3% 

 
Chart Interpretation 
 

- Investors who purchased the S&P Fund would be up 25.5% 

- Investors who purchased equal weights in this selection of securities  

would be up 58.1% 

Notes 

- Our chosen stocks were domestic high growth companies. 

- Stocks are subject to individual company specific risks; i.e. Abiomed encountered 

FDA warning issues for an approved medical device 

- Scenario for someone fully invested at the downturn: Sell stocks that declined less 

(generally defensives, such as REITs, Utilities, etc.); acquire growth stocks that 

declined more than the market, and have strong growth potential going forward 

Summary (Our views) 

- Market movements will be more extreme during 2019 

- While picking tops or bottoms of the overall market is impossible, finding 

individual stocks unduly penalized during broad sell-offs is a much more 

manageable exercise  

- Continually monitor extreme market events as an opportunity to reposition 

- Rebalance during times of panic and forced-selling by identifying and investing in 

high quality companies with a long-term secular growth theme 
 
 
This represents the opinion of SLG; investing involves risk; this is not a projection of future events; 
stocks referenced represent a selection of actual stocks held in SLG client portfolios  

 


