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While stock market indexes have made nominal new highs in recent weeks, many individual 

stocks are trading well below their highs for the year. Indexes are being propped up for now by 

the so-called "FANG" stocks - Facebook, Amazon, Netflix, and Google. In a broader sense, we 

are in the midst of a so-so earnings season, with emerging evidence of company insider selling, 

which began in mid-May.  

All of this is unfolding in what is historically the weak season for stocks in general (May-

October), and for tech stocks in particular (July-November). Taken together with an 

increasingly negative political backdrop, we see the path of least resistance for the coming 

months as sideways-to-negative for stocks and stock-based mutual funds.  

On the fixed-income side, government bonds are recovering from last fall's sell-off. Our long-

dated treasury fund (TLT) has provided a 7% total return, year-to-date. We believe the Federal 

Reserve and other global central banks are increasingly finding themselves painted into a corner 

with regard to monetary policy; that being, the economy is addicted to ZIRP (Zero Interest Rate 

Policies) and raising rates would increase our already growing deficits through the resulting 

higher interest payments on US debt.  

Our gold positions have responded well to the political uncertainty, up over 8% year-to-date. We 

continue to believe gold is in a secular bull market, having experienced a significant correction 

from August of 2011 to December of 2015. We believe that correction for gold was completed in 

2015 and view reasonable exposure to the precious metals space as an appropriate component of 

portfolio strategy in today's environment, especially as we enter what is historically Gold's 

strongest three months of the year (August-October). Underscoring this thesis on precious 

metals, we are seeing insiders beginning to add to positions in silver, which we are watching 

closely as well.  

In summary, we see mid-term challenges as we await the enactment of health-care reform or tax 

reform in that we believe passage of these pieces of legislation have at least partially been 

accounted for in the post-election rally. In our opinion, a failure of tax reform would be 

particularly negative for equities. When added in with the expanding probe of the President and 

a challenging geopolitical front, we need to see some legislative break-through to give this 

market the energy it needs for the next leg up. 
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**The information contained in this newsletter does not purport to be a complete description of 

the securities, markets, or developments referred to in this material.  The information has been 

obtained from sources considered to be reliable, but we do not guarantee that the foregoing 

material is accurate or complete.  Any information is not a complete summary or statement of 

all available data necessary for making an investment decision and does not constitute a 

recommendation.  Any opinions are those of BDC Capital Management, Inc.  Expressions of 

opinion are as of this date and are subject to change without notice.  BDC Capital Management 

may in the normal course of business have a position in any securities mentioned in this 

newsletter.  Any stock price mentioned is quoted as of the date of this newsletter.  This 

information is not intended as a solicitation or an offer to buy or sell any security referred to 

herein.  Investments mentioned may not be suitable for all investors.  Past performance may not 

be indicative of future results.  Keep in mind that individuals cannot invest directly in any index.  

Gold is subject to the special risks associated with investing in precious metals, including but 

not limited to:  price may be subject to wide fluctuation; the market is relatively limited; the 

sources are concentrated in countries that have the potential for instability; and the market is 

unregulated.  There is no assurance that technical analysis or any strategy will ultimately be 

successful or protect against loss. 

 

* The Dow Jones Industrial Average (DJIA) commonly known as "The Dow ", is an index representing 30 stocks of companies 

maintained and reviewed by the editors of the Wall Street Journal.  

* The S&P 500 is an unmanaged index of 500 widely held stocks that's generally considered representative of the U.S. Stock Market.  

* The NASDAQ Stock Market, also known as simply the NASDAQ, is an American stock exchange.  It is the second-largest stock 

exchange by market capitalization in the world, after the New York Stock Exchange.  The NASDAQ has more trading volume than 

any other electronic stock exchange in the world.    NASDAQ. Retrieved 2011-12-29 at WebCite. 

Investors may not make direct investments into any index.  Please note that international investing involves special risks, including 

currency fluctuations, differing financial accounting standards, and possible political and economic volatility.  There is an inverse 

relationship between interest rate movements and fixed income prices.  Generally, when interest rates rise, fixed income prices fall 

and when interest rates fall, fixed income prices generally rise. Keep in mind that there is no assurance that any strategy will 

ultimately be successful or profitable nor protect against a loss. 

Any information provided in this email has been prepared from sources believed to be reliable, but is not a complete summary or 

statement of all available data necessary for making an investment decision.  Any information provided is for informational purposes 

only and does not constitute a recommendation.   This email is intended only for the person or entity to which it is addressed and 

may contain confidential and/or privileged material.  Any review, retransmission, dissemination or other use of, or taking of any 

action in reliance upon, this information by persons or entities other than the intended recipient is prohibited.  If you received this 

message in error, please contact the sender immediately and delete the material from your computer. 

 

 


